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August  28,  1975 


Honorable  Nelson  A.  Rockefeller 
President  of  the  Senate 
Washington,  D.C.  20510 

Dear  Mr.  President: 

Section  1163(f)  of  P.L.  92-603  mandates  that  the  National  Professional 
Standards  Review  Council  submit  to  Congress  an  annual  report  on  its 
activities.    It  is  my  pleasure  to  forward  to  you  the  Third  Annual  Report. 

The  report  includes  the  Council's  activities  during  fiscal  year  1975 
which  have  assisted  the  Department  in  the  more  efficient  accomplishment 
of  the  purposes  and  objectives  of  the  legislation  in  implementing  the 
Professional  Standards  Review  Organization  (PSRO)  program. 

As  indicated  in  the  annual  report,  the  PSRO  program  is  progressing  well. 
There  are  now  121  physician  organizations  which  have  qualified  as  PSROs 
in  the  203  PSRO  areas.    An  additional  40-50  organizations  are  expected 
to  qualify  in  the  coming  year.    It  is  anticipated  that  by  September  30 
approximately  half  of  the  Professional  Standards  Review  Organizations 
will  be  performing  actual  review  of  the  quality  and  necessity  of  medical 
care  delivered  in  institutions  under  the  Medicare,  Medicaid,  and  Maternal 
and  Child  Health  programs. 

I  am  also  happy  to  report  that  the  PSRO  program  is  receiving  ever-increasing 
support  from  practicing  physicians,  non-physician  health  care  practitioners, 
institutional  providers,  private  sector,  third-party  payers  and  consumer 
groups . 

Sincerely, 

/s/  David  Mathews 

Secretary 

Enclosure 

(Identical  letter  sent  to  the  Speaker  of  the  House  of  Representatives) 
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THIRD  ANNUAL  REPORT 
July  30,  1975 

INTRODUCTION 

Public  Law  92-603,  the  Social  Security  Amendments  of  1972,  mandated 
establishment  of  the  National  Professional  Standards  Review  Council  as  a 
part  of  the  Professional  Standards  Review  program.     The  Council,  now 
beginning  its  third  year  of  existence,  was  chartered  in  May  1973  and 
rechartered  May  1,  1975.    Members  were  appointed  July  1,  1973. 

Section  1163(f)  of  the  Law  requires  the  Council  to  report  to  the  Congress 
and  the  Secretary  of  Health,  Education,  and  Welfare  at  least  annually. 
This  document,  representing  the  third  annual  report,  describes  activities 
of  the  Council  in  fiscal  year  1975,  presents  the  Council  views  about 
major  program  issues  and  outlines  the  Council's  plan  for  fiscal  year  1976. 

OVERVIEW  OF  THE  NATIONAL  PROFESSIONAL  STANDARDS  REVIEW  COUNCIL 

As  required  by  the  legislation,  the  National  Council  is  composed  of  eleven 
"physicians  of  recognized  standing  and  distinction  in  the  appraisal  of 
medical  practice."    A  list  of  members  of  the  Council  is  provided  in 
Appendix  1. 

Members  of  the  Council  were  appointed  by  the  Secretary  of  Health, 
Education,  and  Welfare  after  recommendations  were  received  from 
approximately  100  national  organizations  interested  in  the  PSRO  program. 
The  majority  of  members  were  recommended  by  organizations  representing 
practicing  physicians  and  the  remainder  by  consumer  groups  and  other 
health  care  interests.    More  than  300  qualified  physicians  were  suggested. 
Under  Section  1163(a)(2),  members  of  the  Council  are  appointed  for  a 
period  of  three  years  and  are  eligible  for  reappointment. 

The  Chairman  of  the  Council,  Dr.  Ernest  W.  Saward,  was  selected  by  the 
Secretary  from  among  Council  members.     The  Director  of  the  Office  of 
Professional  Standards  Review,  in  the  Office  of  the  Assistant  Secretary 
for  Health,  serves  as  the  Council's  Executive  Secretary.     Staff  support 
for  the  Council  is  provided  by  the  Office  of  Professional  Standards 
Review  (OPSR) . 

Scope  of  Activity 

The  duties  of  the  National  Council  are  specified  in  Section  1163(e)  of 
Public  Law  92-603  as  follows: 

1.    Advise  the  Secretary  in  the  administration  of  Title  XI, 

Part  B  of  the  Social  Security  Act  relating  to  Professional 
Standards  Review; 


2.  Provide  for  the  development  and  distribution,  among  Statewide 
Professional  Standards  Review  Councils  and  Professional 
Standards  Review  Organizations ,  of  information  and  data  which 
will  assist  such  review  councils  and  organizations  in  carrying 
out  their  duties  and  functions; 

3.  Review  the  operations  of  Statewide  Professional  Standards 
Review  Councils  and  Professional  Standards  Review  Organizations 
with  a  view  to  determining  the  effectiveness  and  comparative 
performance  of  such  review  councils  and  organizations  in 
carrying  out  the  purposes  of  Part  B; 

4.  Make  or  arrange  for  the  making  of  studies  and  investigations 
with  a  view  to  developing  and  recommending  to  the  Secretary 
and  to  the  Congress  measures  designed  more  effectively  to 
accomplish  the  purposes  and  objectives  of  Part  B. 

Additionally,  Section  1156  requires  the  National  Council,  along  with  the 
Secretary,  to  provide  technical  assistance  to  PSROs  in  "utilizing  and 
applying  norms  of  care,  diagnosis,  and  treatment."    Information  about 
regional  norms  is  to  be  distributed  by  the  Council  to  PSROs  and  local 
variations  approved  by  the  Council. 

The  Council  makes  recommendations  on  issues  of  policy  and  arranges  through 
the  Departmental  staff  of  the  various  involved  agencies  for  providing 
technical  assistance,  information  and  data  to  the  PSROs  and  to  Statewide 
Support  Centers.    It  will  provide  comparable  support  to  Statewide 
Professional  Standards  Review  Councils  as  they  are  developed.     Some  more 
specific  areas  of  program  responsibility,  such  as  the  comparison  of 
regional  norms  used  by  PSROs  and  the  evaluation  of  the  PSROs  and  Statewide 
Professional  Standards  Review  Councils,  will  begin  during  fiscal  year 
1976.    In  the  past  year,  activities  have  been  directed  at  laying  the 
necessary  groundwork  in  preparation  for  beginning  those  functions. 

In  addition  to  the  PSRO  program,  another  and  complementary  role  of  the 
Council  has  been  to  advise  and  assist  the  Department  in  the  implementation 
of  the  Utilization  Review  (UR)  Regulations  which  were  published  in  the 
Federal  Register  on  November  29,  1974.    Congressional  intent  for  the 
National  Professional  Standards  Review  Council  to  advise  the  Secretary  on 
utilization  review  was  made  clear  in  the  Senate  Finance  Committee  report 
on  Public  Law  92-603.    Comments  on  Section  288  (p.  303)  transfer  UR 
advisory  responsibility  from  the  Health  Insurance  Benefits  Advisory 
Council  to  the  National  Professional  Standards  Review  Council. 

The  Council  is  mandated  and  chartered  to  assist  the  Department  in 
implementing  and  setting  policies  for  the  medical  necessity,  quality  and 
level  of  care  of  those  services  paid  for  with  Federal  Government  funds 
under  Titles  XVIII,  XIX,  and  V.    Therefore,  this  mandate  impacts  on  many 
other  program  areas  Including  health  planning,  Health  Maintenance 


Organizations,  End-Stage  Renal  Disease  programs  and  certification  standards 
of  long-term  care  facilities. 

Council  Procedures 

The  agenda  for  each  meeting  of  the  National  Council  is  developed  under  the 
guidance  of  the  Council  Chairman  as  an  interagency  effort  by  Council  staff 
with  representatives  from  OPSR,  the  Bureau  of  Quality  Assurance,  HSA;  the 
Medical  Services  Administration,  SRS;  the  Bureau  of  Health  Insurance,  SSA; 
and  the  Maternal  and  Child  Health  Service  of  HSA.    The  interagency  staff 
group  holds  a  debriefing  session  after  each  Council  meeting  to  determine 
what  requests  the  Council  made  for  subject  material  to  be  brought  to  their 
attention,  which  issues  require  further  development  for  return  to  the 
Council  and  which  of  the  program  areas  under  staff  development  will  be 
ready  for  presentation  to  the  Council  at  the  subsequent  meeting.  Every 
effort  Is  made  by  HEW  staff  to  involve  the  Council  in  initial  policy 
development  by  presenting  draft  papers  which,  after  Council  advice,  are 
usually  returned  for  consideration  as  refined  position  papers.  After 
Council  review,  the  policies  are  then  incorporated  in  specifications  for 
regulations,  PSRO  Transmittals  and/or  chapters  of  the  PSRO  Program  Manual. 

Substantive  policy  issues  are  brought  initially  before  the  National  Council 
itself.     It  is  then  the  decision  of  the  Chairman  whether  to  dispose  of  the 
issue  at  the  current  meeting,  whether  to  request  further  staff  work,  or 
whether  the  issue  should  be  referred  to  a  subcommittee  for  more  detailed 
consideration.    Activities  of  the  subcommittees  are  not  self-generated. 
They  consider  in  depth,  at  one  or  more  meetings,  the  issues  referred  to 
them  and  provide  the  necessary  direction  to  staff.    After  a  subcommittee 
consensus  is  reached  the  issue  is  then  resubmitted  to  the  full  Council 
with  a  recommendation  for  action. 

At  the  time  of  the  Council's  last  report,  three  temporary  subcommittees 
were  in  existence.    In  view  of  the  progress  in  development  of  the  program, 
the  Chairman  of  the  Council  determined  that  a  realignment  of  the  subcom- 
mittee structure  was  indicated  to  better  address  issues  as  they  arose. 
Consequently,  he  dissolved  the  previously  existing  subcommittees  and 
appointed  a  single,  standing,  five-member  subcommittee,  the  Technical 
Subcommittee  of  the  National  Professional  Standards  Review  Council.  That 
Subcommittee  makes  recommendations  to  the  Council  itself  and  to  HEW  staff 
in  the  areas  of  data  and  information  systems,  evaluation  of  PSROs,  and 
medical  care  norms,  standards  and  criteria.    In  addition  to  the  Technical 
Subcommittee,  ad  hoc  subcommittees  are  appointed  as  needed  to  consider 
for  a  limited  period  of  time  any  specific,  complex  and  more  sharply 
focused  issues.    One  such  ad  hoc  subcommittee  reviewed  the  problems  of 
physician  reimbursement  for  PSRO  review.    Subcommittee  membership  is 
limited  to  members  of  the  National  Council. 

At  National  Council  meetings,  agreement  is  reached  on  most  issues  through 
a  consensus  approach,  although  in  some  instances  formal  motions  on  matters 
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of  policy  are  adopted  by  the  Council.    Most  major  policy  issues  are 
considered  in  Council  discussion  at  several  subsequent  meetings  and  may 
be  reintroduced  at  any  time  by  any  member  of  the  Council.    The  Council 
also  identifies  gaps  that  may  exist  in  areas  of  PSRO  policy  and  requests 
draft  papers  and  reports  on  those  issues  as  necessary.    It  is  understood 
that  all  policy  issues  are  ongoing,  that  PSRO  is  an  evolutionary  program 
and  that  modifications  of  all  policy  recommendations  will  be  made  as 
needed  while  the  operational  phase  progresses. 

During  the  year,  as  the  program  has  progressed  from  the  early  policy  to 
the  operational  phase,  the  emphasis  of  Council  activity  has  been  on 
advising  the  Secretary  on  important  policy  issues  related  to  implementing 
the  PSRO  legislation.    In  the  view  of  the  Council,  this  has  carried  a 
twofold  responsibility.    The  first  has  been  to  provide  advice  on  program 
policies  within  the  requirements  and  intent  of  the  legislation.  The 
second  has  been  to  interpret  the  needs  and  views  of  both  the  public  and 
the  health  professions  and  to  communicate  these  to  the  Administration.  A 
corresponding  responsibility,  which  Council  members  have  voluntarily 
assumed,  is  discussion  of  the  program  with  interested  groups  and  persons 
around  the  country. 

The  full  Council  met  seven  times  during  the  fiscal  year.    A  list  of  the 
dates  and  places  of  Council  and  Subcommittee  meetings  is  included  in 
Appendix  2. 

PROGRESS  OF  THE  PSRO  PROGRAM 

With  the  awarding  of  contracts  during  the  past  fiscal  year,  there  is  now 
PSRO  activity  in  all  but  4  States.    In  addition  to  the  PSROs,  there  are 

13  Support  Centers  established  to  assist  PSROs  in  their  States. 

By  the  end  of  fiscal  year  1975,  the  Department  had  contracted  with  121 
PSROs  and  13  Statewide  Support  Centers.    PSROs  were  in  place  in  46  States 
plus  the  District  of  Columbia  and  Puerto  Rico.     Of  the  original  91  Planning 
PSROs,  49  advanced  to  Conditional  PSRO  status.     Therefore,  including  the 

14  original  Conditional  PSROs,  a  total  of  63  Conditional  PSROs  either  were 
doing,  or  were  about  to  begin  doing,  medical  care  review.  Additionally, 

3  Planning  PSROs  were  in  the  polling  process  at  the  end  of  the  fiscal  year. 
Thirty-nine  Planning  PSROs  continued  in  the  planning  phase  while  16  new 
planning  organizations  were  added  to  comprise  a  total  of  58  Planning  PSROs. 
It  was  estimated  that  approximately  90,000  physicians  were  members  of 
PSROs ,  with  the  number  growing  daily  as  PSROs  come  on  line  and  begin 
membership  recruitment . 

As  summarized  in  other  sections  of  this  report,  assistance  in  many  forms 
has  been  provided  to  the  contracting  organizations  during  the  year  which 
has  enabled  the  program  to  progress.    Providing  this  assistance  has 
required  a  considerable  amount  of  staff  and  Council  activity.    Appendix  3 
contains  a  summary  of  the  program's  progress  during  the  past  year. 
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NATIONAL  COUNCIL  ACTIVITIES  IN  FISCAL  YEAR  1975 


Norms,  Standards  and  Criteria 

A  major  role  of  the  National  Professional  Standards  Review  Council  concerns 
the  development  and  use  of  norms,  standards  and  criteria  in  PSRO  review  and 
evaluation.    Detailed  consideration  of  these  subjects  is  in  the  jurisdiction 
of  the  Technical  Subcommittee  which  advises  the  Council.     The  discussions 
of  these  topics  during  the  previous  year  were  carried  over  into  fiscal  year 
1975. 

Of  particular  importance  is  a  principle  reiterated  during  several  meetings 
by  the  Council — that  criteria  and  standards  used  for  screening  purposes 
will  be  determined  at  the  local  PSRO  level.    However,  as  a  form  of  technical 
assistance,  contracts  have  been  awarded  to  national  professional  organiza- 
tions to  develop  model  sets  of  screening  criteria  to  be  forwarded  to  PSROs. 
At  a  PSRO  level,  the  criteria  for  screening,  which  will  cover  75  percent 
of  the  admissions  by  diagnosis  or  problem,  may  be  adopted  intact  or  they 
may  be  changed  at  the  discretion  of  the  PSRO  to  accommodate  to  local 
variations . 

The  National  Council  as  a  whole,  and  the  Technical  Subcommittee  in  particular, 
have  been  in  close  contact  with  the  prime  physician  organization  contractor, 
The  American  Medical  Association,  and  the  30  national  physician  specialty 
societies  who,  as  subcontractors  during  the  fiscal  year,  developed  these 
sets  of  criteria.    After  initial  contract  approval,  the  Technical 
Subcommittee  monitored  the  model  criteria  set  development  through  staff 
and  by  meeting  with  appropriate  professional  committees  of  the  contractor. 

At  the  Technical  Subcommittee  meeting  in  February  1975,  it  was  reported 
that  progress  on  the  contract  was  satisfactory.     The  urgency  of  the  need 
for  development  of  model  criteria  sets  was  emphasized,  not  only  for  PSRO 
use,  but  for  the  use  of  hospitals  to  aid  them  in  complying  with  the 
requirements  of  the  Utilization  Review  Regulations  in  areas  where  PSROs 
were  not  yet  doing  review.    The  model  screening  criteria  sets  were  pre- 
sented in  almost  completed  form  to  the  Technical  Subcommittee  at  its  April 
1975  meeting.    The  Technical  Subcommittee  then  recommended  that  the  National 
Council  approve  the  model  criteria  sets,  that  a  common  format  be  used, 
and  that  length-of-stay  be  deleted  from  the  sets.     They  also  recommended 
that  the  comments  on  the  criteria  submitted  by  the  national  organizations 
representing  family  physicians,  radiologists  and  pathologists  be  included 
as  an  appendix  in  publication.    Acceptance  of  the  model  criteria  sets  for 
distribution  to  PSROs  was  moved  and  unanimously  approved  by  the  National 
Council. 

Delegation  of  Review  to  Hospitals 

The  National  Council  considered  various  policy  aspects  of  PSRO  delegation 
of  review  responsibility  to  hospitals,  including  the  advantages  and  problems 
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involved,  at  several  meetings  during  the  year.    A  major  presentation  and 
review  of  draft  guidelines  was  accomplished  at  the  September  1974  meeting. 
The  Council  agreed  with  the  formulation  of  a  written  procedure  for 
delegation  and  for  the  various  steps  involved,  beginning  w|th  the  PSRO's 
initial  communication  to  the  hospital  and  leading  to  the  completion  of  a 
memorandum  of  understanding  between  the  hospital  and  the  PSRO.    It  was 
agreed  that  delegation  of  review  may  be  in  whole  or  in  part,  depending 
upon  the  desires  and  capabilities  of  the  hospital  and  upon  the  assessment 
by  the  PSRO  of  the  hospital  review  plan.    Periodic  PSRO  assessment  of  the 
efficacy  of  the  hospital  review  was  also  recommended.    Subsequently,  at 
the  October  1974  meeting,  a  draft  PSRO  Transmittal  including  Council 
recommendations  on  the  delegation  of  review  functions  to  short-stay 
hospitals  was  presented.    During  all  discussions,  emphasis  was  on  the 
competence  and  justified  pride  of  hospital  medical  staffs  and  their  desire 
to  implement  the  program.    It  was  pointed  out  that  the  entire  delegation 
review  process  depends  upon  a  cooperative  relationship  between  the  PSRO 
and  the  hospital.    These  Council  activities  culminated  in  a  PSRO  Transmittal 
on  PSRO  delegation  of  review  functions  which  was  issued  in  November  1974. 

Reconsiderations  of  negative  findings  by  a  PSRO  on  the  capability  of  a 
hospital  to  perform  effective  review  were  considered  by  the  Council  as  a 
separate  but  related  subject.    At  the  September  1974  meeting,  a  revised 
draft  paper  describing  an  appeal  system  was  considered.    The  Council  agreed 
with  the  concept  of  retaining  written  copies  of  all  notifications  on  file 
but  suggested  that  timely  and  informal  consultation  between  the  hospital 
and  the  PSRO  could  be  extremely  effective.    In  October,  a  draft  paper 
incorporating  Council  suggestions  was  presented.    A  final  draft  process 
for  reconsideration  by  the  PSRO  of  an  initial  decision  for  denial  of 
delegation  of  review  responsibility,  in  whole  or  in  part,  was  reviewed  at 
the  December  1974  meeting.    The  paper  provided  for  a  procedure  whereby 
the  Secretary  may  investigate  questions  where  it  is  alleged  that  a  PSRO 
has  abused  its  discretion  in  denying  review  delegation  to  a  hospital. 
All  findings  would  be  based  on  the  PSRO's  written  criteria  and  procedures 
for  delegation  of  review.    Time  limits  for  notification  and  reconsideration 
were  defined.    The  Council  approved  the  paper  with  certain  minor  revisions 
and  the  effort  culminated  in  a  PSRO  Transmittal  on  the  reconsideration  of 
negative  findings  which  was  issued  in  February  1975. 

Continuing  Medical  Education 

During  fiscal  year  1974,  the  National  Council  emphasized  the  role  of  PSRO 
in  continuing  medical  education.    Previous  drafts  of  a  continuing  medical 
education  paper  had  been  reviewed.    At  the  beginning  of  fiscal  year  1975, 
the  Council  considered  a  final  draft  paper  outlining  the  methods  by  which 
PSRO,  through  criteria  development  and  a  feedback  mechanism,  could  improve 
the  quality  of  medical  care  being  delivered  through  continuing  medical 
education.    PSRO  activities,  particularly  medical  care  evaluation  studies, 
are  seen  as  supporting  but  not  replacing  present  continuing  education 
mechanisms.    It  was  agreed  the  paper  need  not  become  a  section  of  the  PSRO 


Program  Manual;  however,  the  Council  formally  passed  a  motion  approving 
the  paper  and  urged  wide  dissemination  throughout  the  medical  education 
field.    The  Role  of  PSROs  in  Continuing  Education  was  subsequently  issued 
as  a  PSRO  Transmittal  in  October  1974. 

Additionally,  there  is  a  PSRO  contract  with  the  Joint  Commission  on  the 
Accreditation  of  Hospitals  (JCAH)  for  the  development  of  methodologies 
for  integrating  peer  review  with  continuing  medical  education.    Under  the 
contract,  JCAH  will  identify  and  study  operating  peer  review  programs, 
prepare  an  annotated  bibliography,  a  state-of-the-art  paper  and  a  guide- 
book suitable  for  publication  which  will  be  useful  for  both  hospitals  and 
PSROs.    The  results  of  that  contract  will  be  presented  to  the  National 
Council  upon  completion. 

Review  of  Ancillary  Services 

At  the  December  1974  meeting,  the  National  Council  discussed  a  draft  issue 
paper  concerning  PSRO  responsibility  for  ancillary  services  review. 
Ancillary  services  were  defined  as  those  special  services  for  which  hospital 
charges  are  customarily  made  in  addition  to  routine  services.     It  was  agreed 
that  the  overall  responsibility  for  determining  the  medical  necessity  of 
services  rendered  included  ancillary  services  and,  therefore,  a  methodology 
should  be  developed  for  PSRO  review.     Considering  the  workload  that  might 
be  placed  on  a  review  coordinator  with  ancillary  services  added,  various 
retrospective  review  systems  to  identify  specific  instances  for  further 
peer  review  were  considered  as  a  viable  alternative  to  concurrent  review. 
The  discussion  covered  several  possible  recommendations.     There  was  general 
agreement  on  the  difficulty  of  prospective  review.     It  was  concluded  that 
further  investigation  should  be  undertaken  and  the  draft  paper  resubmitted 
to  the  Council  at  a  future  date. 

Long-Term  Care  Review 

During  the  previous  year,  the  Council  had,  on  several  occasions,  considered 
the  problems  involved  in  PSRO  review  of  the  medical  care  delivered  in 
long-term  care  institutions.    During  the  first  meeting  of  the  present  year, 
a  revised  draft  of  the  long-term  care  PSRO  review  guidelines  was  considered 
by  the  Council.     The  definitions  of  several  terms  used  were  clarified. 
The  Council  especially  encouraged  the  use  of  physician  organizations 
presently  reviewing  long-term  care  and  saw  this  as  a  possible  method  of 
delegating  PSRO  review.     It  was  noted  that  PSRO  review  will  supplant  the 
long-term  care  review  requirements  presently  in  effect  under  Medicare/ 
Medicaid  as  PSROs  become  operational.    A  subsequent  refined  draft  was 
presented  at  the  September  Council  meeting  containing  the  recommendations 
of  the  National  Council  as  well  as  those  of  the  many  organizations  that 
had  forwarded  comments  to  the  Department.     The  problem  of  delegation  of 
review  responsibility  to  long-term  care  facilities  was  discussed  and  it 
was  pointed  out  that  community-based  organizations  can  also  receive 
delegation  for  the  review  of  long-term  care  institutions  in  their  community. 


The  Chairman  interpreted  the  consensus  of  the  Council  as  approving  the 
document  as  a  basis  for  writing  guidelines  after  changes  had  been  made  as 
indicated  in  the  Council  discussion. 

Presentation  to  National  Professional  Standards  Review  Council  by 
Conditional  PSRO  Representatives 

The  Council  invited  representatives  of  the  11  Conditional  PSROs  which  were 
funded  during  fiscal  year  1974  to  make  a  presentation  at  the  December  1974 
meeting  in  order  to  obtain  an  overview  of  the  status  of  those  organizations. 
The  interest  of  the  Council  was  in  three  areas:     the  specific  objectives 
of  the  PSRO,  the  progress  made  to  date  in  attaining  those  objectives,  and 
the  problems  encountered  to  date  as  well  as  any  that  could  be  anticipated. 
All  Conditional  PSROs  were  represented  either  by  their  medical  director, 
executive  director  or  both.    Each  PSRO  discussed  its  progress,  problems, 
and  possible  solutions.    At  the  time  of  presentation,  six  PSROs  were 
performing  review  of  in-patient  care.     Since  that  time,  the  remaining  five 
have  begun  such  review.     The  PSROs  were  congratulated  by  the  Council  for 
the  efforts  they  had  made  to  obtain  a  broad  base  of  participation  from 
physicians  as  well  as  for  their  organization  and  review  procedures  in 
implementing  the  PSRO  legislation. 

Memoranda  of  Understanding 

Another  area  in  which  the  Council  provided  advice  to  the  Department 
concerned  the  development  of  Memoranda  of  Understanding.     Such  memoranda 
define  specific  working  relationships  between  a  Conditional  PSRO  and  the 
respective  paying  agency,  be  it  the  Medicare  fiscal  intermediary,  the 
Medicaid  State  agency  or  a  Title  V  State  agency.    The  subject  was  discussed 
in  some  detail  at  three  successive  meetings  of  the  Council  in  September 
and  October  of  1974  and  in  February  1975.    Draft  model  Memoranda  of 
Understanding  were  reviewed  with  staff  representatives  of  the  various 
agencies  involved.     It  was  agreed  that  a  Conditional  PSRO  should  proceed 
at  a  local  level  to  develop  Memoranda  of  Understanding  with  the  requisite 
State  organization  rather  than  wait  for  issuance  of  model  Memoranda  of 
Understanding.    There  are  considerable  advantages,  particularly  in  the 
Medicaid  program,  for  local  development  of  such  memoranda  in  view  of  the 
variation  among  different  State  programs.     The  Council  emphasized  that 
relationships  with  the  various  State  agencies  should  begin  early  in  the 
Planning  PSRO  phase  of  development  so  that  a  common  understanding  might 
be  attained  prior  to  the  need  to  write  formal  Memoranda  of  Understanding. 
It  was  agreed  that  in  such  an  evolutionary  program,  relationships  would 
change  as  experience  is  gained  and  memoranda  could  then  be  brought  up  to 
date. 

Composition  of  Governing  Bodies  of  PSROs 

At  several  meetings,  the  National  Council  discussed  the  problems  of 
achieving  equitable  representation  on  governing  bodies  of  PSROs.  The 
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hope  was  expressed  that  governing  bodies  would  be  as  representative  as 
possible  and  that  the  governing  body  would  serve  the  interest  of  physicians 
of  the  several  categories  including  minorities,  women,  rural  practitioners, 
the  various  specialties,  urban  and  underserved  areas,  young  physicians, 
and  osteopathic  physicians.    At  the  December  meeting,  it  was  reported  that 
policy  prohibits  guaranteeing  governing  body  membership  for  anyone;  in 
other  words,  all  members  of  a  PSRO  are  equally  eligible  through  the  elec- 
toral process  as  required  by  the  statute.    The  Department,  at  the  suggestion 
of  the  Council,  will  encourage  slates  of  nominees  for  officers  and  boards 
of  directors  of  PSROs  that  will,  as  far  as  practicable,  ensure  equitable 
distribution.    Council  consensus  accepted  such  an  approach  and  encouraged 
the  Department  to  make  every  effort  to  achieve  appropriate  representation 
on  PSRO  boards.    At  the  May  1975  meeting,  the  National  Council  encouraged 
efforts  of  staff  in  exploring,  with  the  Office  of  the  General  Counsel, 
methods  by  which  rural  physicians  and  Doctors  of  Osteopathy  could  be 
assured  of  adequate  representation. 

Physician  Reimbursement  for  Review  Activities 

Policy  questions  and  issues  regarding  the  reimbursement  of  physicians  for 
PSRO  review  and  other  activities  had  been  discussed  several  times  during 
the  previous  year.    At  the  first  meeting  of  fiscal  year  1975,  the  Policy 
Development  Subcommittee  met  and  recommended  to  the  Council  that  physicians 
should  be  reimbursed  for  review  and  committee  work,  but  that  there  should 
not  be  differential  reimbursement  because  of  specialty  or  level  of  training. 
The  Council  requested  additional  staff  investigation  of  current  practices. 
At  the  February  meeting,  staff  presented  an  outline  of  the  problems  involved 
and  some  interim  decisions  as  to  the  maximum  hourly  reimbursement  level. 
The  consensus  of  the  meeting  appeared  to  be  that,  in  view  of  limited 
funding,  physician  reimbursement  should  be  limited  to  actual  case  review 
in  the  institutional  setting  and  for  review  decision  activities  through 
profile  analysis.    There  would  be  no  reimbursement  for  such  activities 
as  meetings  of  the  governing  body,  policy-making  activities,  time  spent  in 
recruitment,  continuing  education,  and  the  like. 

The  Council  felt  that  the  matter  should  be  looked  into  further,  and  the 
Chairman  appointed  an  Ad  Hoc  Subcommittee  on  Physician  Reimbursement  for 
Review.    That  committee  met  and  returned  after  considering  a  series  of 
options  with  a  recommendation  that,  "No  specific  physician  reimbursement 
principles  would  be  set  by  the  Federal  Government.    PSROs  would  be  provided 
a  total  budget,  based  primarily  on  estimaued  workload  of  admissions  to  be 
reviewed,  and  allowed  to  set  their  own  physician  reimbursement  policies." 
During  the  discussion,  however,,  it  was  noted  that  the  implementation  of 
this  approach  would  necessarily  involve  guidelines  which  might  put  specific 
limits  on  physician  reimbursement.     The  Department  agreed  to  look  further 
into  the  possibilities  which  might  be  considered  under  the  principle  of 
the  motion  which  was  adopted  by  the  Council. 
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PSRO  Statewide  Support  Center  Presentation 


At  the  request  of  the  National  Council,  three  representatives  of  Statewide 
Support  Centers  made  a  presentation  to  the  Council  at  the  February  1975 
meeting  regarding  the  activities  and  concerns  of  the  Centers.    A  previously 
drafted  policy  statement  had  been  sent  to  the  Support  Centers  for  their 
comment.    It  was  agreed  by  all  concerned  that  those  Support  Centers  which 
are  performing  useful  and  efficient  services  should  have  a  long-term  role 
in  the  PSRO  program.    The  draft  paper  suggested  that  funding  should  be 
provided  to  the  core  staff  to  continue  the  educational  program,  but  that 
technical  assistance  and  other  support  services  requested  by  PSROs  or 
Statewide  PSR  Councils  would  be  arranged  for  under  a  subcontracting 
mechanism  from  those  organizations.    Federal  funding  to  core  staff  would 
terminate  at  the  end  of  fiscal  year  1976,  and  future  funding  would  depend 
on  subcontracting  except  in  instances  of  specific  services,  which  would 
be  paid  for  by  direct  Federal  funding.    The  Support  Centers  reviewed 
their  accomplishments  for  the  Council  and  suggested  possible  additional 
long-term  roles  over  and  above  those  mentioned  in  the  draft  paper.  It 
was  agreed  there  was  a  need  for  clarification  of  the  functional  relation- 
ships and  responsibilities  between  Support  Centers  and  Statewide  PSR 
Councils,  when  they  are  developed.    Noteworthy  in  the  presentation  were 
the  variety  of  activities  and  the  differences  in  composition  among  the 
various  Support  Centers.    The  Council  congratulated  those  organizations 
on  their  efforts  to  date  and  encouraged  their  continued  responsible 
activity. 

PSRO  Information  and  Data  Systems 

A  major  activity  of  both  the  Technical  Subcommittee  and  of  the  National 
Council  Itself  has  been  in  advising  the  Department  in  the  development  of 
information  and  data  systems  for  PSROs.    At  each  meeting  of  the  Technical 
Subcommittee  during  the  year,  at  least  one  aspect  of  this  effort  was 
discussed  in  some  detail.    Discussions  covered  all  three  of  the  major, 
parallel,  but  coordinated  information  and  data  activities  within  the 
Department  as  follows: 

1.    Interagency  Task  Force 

The  first  activity  was  a  Phase  I  Interagency  PSRO  Information  and 
Data  Task  Force  which  made  an  in-depth  assessment  of  the  long-range 
systems  needs  of  the  PSRO  program  and  proposed  possible  models. 
At  the  December  1974  Council  meeting,  the  task  force  presented  its 
completed  document  on  PSRO  Information  Systems  Model(s).     The  task 
force  emphasized  at  that  time  that  definitive  long-term  systems 
models  could  not  be  decided  upon  until  final  decisions  were  made 
on  the  long-range  information  and  data  needs  of  PSROs.     The  task 
force  subsequently  entered  Phase  II  and  presented  to  the  May  1975 
Council  meeting  the  results  of  their  efforts  as  a  paper  entitled 
Report  on  PSRO  Information  Requirements.     The  Council  felt  the 
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report  described  well  the  FSRO  functions  and  support  data 
categories.    The  report  did  not  evaluate  the  relative  necessity 
of  the  data  elements  nor  did  it  determine  the  level  of  aggrega- 
tion of  the  various  elements  and  data  categories.    The  Council 
suggested  that  the  report  be  widely  circulated  for  comment  and 
that  after  re-drafting  it  could  be  used  as  a  base  for  the 
development  of  alternative  systems  approaches. 

2.  Development  of  the  PSRO  Management  Information  System  (PMIS) 

This  system  was  reviewed  by  Council  to  assure  that  the  operational 
and  Federal  reporting  requirements  of  the  PSRO  were  met.  The 
system  describes  the  information  flow  from  the  PSRO  to  the  Depart- 
ment and  provides  for  the  necessary  feedback.    The  PMIS  pilot 
testing  in  two  PSROs  was  reported  on  and  the  Council  encouraged 
the  Departmental  effort  of  preparing  a  refined  draft  for  a 
14-month  field  trial  in  the  Conditional  PSROs.    At  the  May  1975 
meeting  the  Council  recommended  implementation  of  the  plan. 

3.  Interim  Policy  on  Routing  and  Processing 

The  third  major  data  activity  was  in  response  to  the  need  for  an 
interim  policy  for  the  routing  and  processing  of  data,  to  be  in 
place  during  fiscal  year  1976,  after  which  it  will  be  replaced 
by  a  permanent  system.    The  essential  elements  of  that  interim 
policy  were  presented  to  the  Council  at  its  April  meeting  and 
again  in  May  and  consensus  approval  of  the  Council  was  obtained. 

Confidentiality  of  Data  and  Information 

A  major  area  of  Council  concern  was  the  assurance  of  the  confidentiality 
of  data  and  information  acquired  by  PSROs.    Public  Law  92-603  is  very 
specific  in  that  regard.    Section  1166(a)  states:    "Any  data  or  information 
acquired  by  any  Professional  Standards  Review  Organization,  in  the  exercise 
of  its  duties  and  functions,  shall  be  held  in  confidence  and  shall  not  be 
disclosed  to  any  person  except  (1)  to  the  extent  that  may  be  necessary  to 
carry  out  the  purposes  of  this  part  or  (2)  in  such  cases  and  under  such 
circumstances  as  the  Secretary  shall  by  regulations  provide  to  assure 
adequate  protection  of  the  rights  and  interests  of  patients,  health  care 
practitioners,  or  providers  of  health  care." 

At  its  October  1974  meeting,  the  Council  reviewed  in  detail  a  draft  paper 
addressing  the  following  areas:     (1)  limitation  on  data  acquisition,  (2) 
responsibility  for  maintaining  confidentiality,  (3)  public  knowledge  of 
the  data  system,  (4)  access  to  one's  own  records,  (5)  access  to  information 
by  those  within  the  PSRO  review  system,  and  (6)  rules  governing  disclosure 
outside  the  PSRO  review  system.    The  Council  agreed  by  consensus  that 
maximum  confidentiality  must  be  maintained  and  approved  the  draft  policy 
statement.    The  policy  was  approved  by  the  Secretary  on  January  21,  1975, 
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and  was  forwarded  to  the  PSROs  as  a  PSRO  Transmittal  in  February  1975. 
Regulations  based  on  the  policy  are  under  development. 

Evaluation 

The  National  Council  continued  to  review  and  guide  staff  efforts  in  the 
development  of  an  evaluation  plan  to  assess  the  overall  impact  of  the  PSRO 
program.    During  the  year,  guidance  from  the  Council  to  staff  aided  progress 
in  the  development  of  an  evaluation  plan.    Initially,  the  Council  focused 
on  a  statement  of  goals  of  the  program.    Subsequently,  the  evaluation  plan 
was  expanded  to  include  a  methodological  approach,  a  list  of  the  major 
evaluation  issues,  analyses  of  those  issues  which  were  considered  to  be  of 
a  high  priority,  and  an  implementation  plan.    The  National  Council  and 
staff  worked  closely  together  regarding  all  stages  in  the  development  of 
the  evaluation  plan. 

The  primary  goals  that  form  the  core  of  the  evaluation  are  those  that  were 
developed  and  adopted  by  the  Council.    These  11  goals,  derived  from 
provisions  of  the  PSRO  legislation,  are  partitioned  according  to  four  areas 
of  impact:    quality  of  service,  resource  allocation,  program  implementation 
and  acceptance,  and  professional  education.    The  Council  expressed  a 
concern  that  although  the  quality  aspect  would  be  the  most  difficult  to 
assess,  it  must  be  thoroughly  addressed  in  the  evaluation. 

At  the  NPSRC  Technical  Subcommittee  meeting  on  October  29,  staff  presented 
a  draft  comprehensive  list  of  the  major  evaluation  issues,  an  assignment 
of  priorities,  and  three  examples  of  the  analysis  to  be  derived  for  each 
issue.    The  Council  expressed  approval  of  the  35  evaluation  issues,  and 
offered  suggestions  for  modifying  the  priorities  assigned.    The  Council 
agreed  with  the  detailed  approach  suggested.    Subsequently,  at  the  May 
1975  meeting,  14  of  these  35  issues  were  selected  as  being  of  highest 
priority.    These  were  then  ordered  as  to  whether  they  are  interim,  formative, 
or  secondary. 

Related  to  an  analysis  of  all  the  issues  is  the  critical  definition  of 
clinical  diagnoses  and  procedures  for  use  in  the  PSRO  evaluation.    A  paper 
on  this  issue  was  presented  to  the  NPSRC  Technical  Subcommittee  on 
February  3  and  again  on  April  1  with  the  incorporation  of  prior  Council 
suggestions.    Diagnoses  were  selected  for  analysis  in  three  areas: 
utilization,  quality,  and  cost.    The  Council  reviewed  and  revised  the 
selection  methodology.    Additionally,  the  Council  provided  extensive 
guidance  which  was  included  in  the  modification  of  the  recommended  list 
of  diagnoses. 

The  Council  repeatedly  expressed  concern  regarding  the  collection  of 
baseline  data  (information  prior  to  the  implementation  of  PSRO)  which  is 
of  critical  importance  to  evaluation.    The  basic  concern  was  the  feasi- 
bility of  methods  by  which  such  data  can  be  obtained.    A  paper  containing 
seven  options  identified  for  collecting  baseline  data  was  presented  at 
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the  April  1  Technical  Subcommittee  meeting.    The  seven  options  fell  into 
two  classifications — 'those  using  existing  (or  soon  to  be  existing)  data 
systems  or  those  requiring  data  to  be  abstracted  from  individual  patient 
records.    The  Council  recommended  that  staff  should  further  investigate 
both  the  usage  of  UHDA  (i.e.,  the  prospective  implementation  schedule)  and 
the  collection  of  data  by  individual  PSROs. 

Utilization  Review  Regulations 

As  described  above,  by  Congressional  intent  the  National  Professional 
Standards  Review  Council  is  responsible  for  advising  the  Secretary  on 
utilization  review  and,  therefore,  Utilization  Review  Regulations.  A 
Notice  of  Proposed  Rulemaking  for  Utilization  Review  Regulations  in 
accordance  with  requirements  of  Public  Law  '92-603  was  published  in  January 
1974.    The  Council  had  voiced  its  objections  to  the  inclusion  of  preadmis- 
sion certification  and  advised  deletion  of  that  requirement.  Final 
Utilization  Review  Regulations,  with  preadmission  certification  deleted, 
were  published  on  November  29,  1974.    At  all  subsequent  meetings,  the 
National  Council  advised  the  Department  on  implementation  of  those  regula- 
tions.   The  Council  supported  the  goal  of  formulating  the  regulations  to 
make  institutional  utilization  review  requirements  compatible  with  and 
supportive  of  the  PSRO  review  system,  to  create  a  single  review  system  for 
both  Medicaid  and  Medicare  and  to  improve  the  efficiency  and  effectiveness 
of  UR.    Because  of  the  difficulties  of  implementation  by  February  1,  1975, 
in  rural  areas,  the  effective  date  of  the  UR  Regulations  was  postponed  by 
the  Secretary  until  July  1,  1975.    At  the  May  1975  meeting,  the  Council  was 
briefed  on  the  implications  of  a  legal  preliminary  injunction  against 
implementing  portions  of  the  regulations.    The  Council  encouraged 
Departmental  technical  assistance  activities  to  aid  institutions  in 
attaining  compliance  with  the  regulations  after  the  legal  issues  are  resolved. 
The  Council  had  been  previously  briefed  on  the  February  24  s  1975,  Secretarial 
decision  of  PSRO  supercession  over  UR  requirements  for  Medicare  and  Medicaid. 
The  "ope  was  voiced  that  the  end  result  will  be  a  smooth  transition  to  PSRO 
review  as  it  replaces  UR  requirements  in  areas  where  PSROs  achieve 
conditional  status  and  assume  review  responsibility. 

Program  Review  Teams  (PRTs)  and  PSRO 

Section  229  of  Public  Law  92-603  calls  for  the  creation  of  Program  Review 
Teams.    During  the  first  meeting  of  fiscal  year  1975,  the  National  Council 
expressed  concern  that  some  Program  Review  Team  functions  might  parallel 
PSRO  activities  and  that  the  composition  of  the  teams  themselves  was  not 
specifically  spelled  out.    At  the  September  1974  meeting,  the  Department 
reviewed  for  the  Council  the  requirements  for  Section  229 5  noting  that  it 
covered  specific  abuses  of  the  Medicare  program  in  three  areas.    The  first 
is  the  misrepresentation  of  material  facts  in  an  application  for  payment; 
the  second  is  a  request  for  payment  substantially  in  excess  of  customary 
charges.    It  was  thought  that  such  areas  do  not  overlap  with  PSROs.  The 
third  requirement,  however,  that  of  reviewing  services  or  supplies  that 
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might  be  considered  excessive,  harmful  or  grossly  inferior,  might  be  conceived 
as  quality  assessment  and,  therefore,  overlap  PSROs.    Implementation  of 
Section  229  by  the  Bureau  of  Health  Insurance  (BHI)  was  described  as  covering 
only  those  procedures  which  were  extraordinary  and  exceptional.  Council 
was  advised  that  serious  efforts  are  being  made  by  BHI  to  coordinate 
Program  Review  Team  development  with  the  PSROs. 

The  Council,  however,  was  concerned  that  the  regulations  as  published  on 
June  5,  1974,  did  not  specify  the  number  of  members  of  a  Program  Review 
Team  or  the  proportion  who  are  physicians,  nor  did  they  clearly  sort  out 
which  activities  would  come  under  PRT  or  PSRO.    The  Council,  consequently, 
moved  to  recommend  to  the  Secretary  that  the  regulations  be  published  again 
as  a  Notice  of  Proposed  Rulemaking  and  opened  for  further  public  comment. 

Statewide  Professional  Standards  Review  Councils 

Statewide  Professional  Standards  Review  Councils  are  legislatively  mandated 
in  all  States  which  have  three  or  more  Conditional  or  Operational  PSROs. 
As  stated  in  last  year's  report,  the  Council  had  assisted  in  policy  devel- 
opment for  the  establishment  of  the  Statewide  PSR  Councils  and  had  provided 
recommendations  for  the  writing  of  the  PSRO  Program  Manual  chapter  concerning 
them. 

During  the  October  meeting  of  the  Council,  staff  presented  a  draft  refinement 
of  that  chapter  containing  changes  leading  to  simplification,  as  previously 
recommended  by  Council,  particularly  in  terms  of  the  selection  of  members. 
The  major  efforts  of  the  Statewide  PSR  Councils  will  be  in  the  coordination 
of  PSRO  activity,  in  an  educational  and  liaison  role,  and  in  the  area  of 
appeals.    The  relative  relationships  of  the  Statewide  PSR  Councils  and 
Support  Centers  were  not  delineated  in  detail  in  the  chapter,  but  the 
Department  will  encourage  them  to  work  closely  together.    The  DHEW  Regional 
Office  staff  will  probably  have  major  responsibility  for  initial  formation 
and  support  of  the  Statewide  PSR  Councils.    The  National  Council  approved 
the  draft  for  preparation  as  a  chapter  of  the  Manual.    The  chapter  is  in 
the  final  stages  of  preparation  and  will  be  available  for  distribution  in 
the  near  future. 

Advisory  Groups  to  Statewide  Professional  Standards 
Review  Councils  and  PSROs 

Advisory  Groups  to  the  following  organizations  are  statutorily  required: 
(1)  Conditional  PSROs  in  single  State  PSROs;  (2)  Conditional  PSROs  in  States 
with  two  PSRO  areas;  and  (3)  Statewide  Councils  in  States  where  there  are 
three  or  more  conditionally  designated  PSROs.     In  the  first  two  instances, 
the  Conditional  PSROs  are  to  establish  the  Advisory  Group.    In  the  third 
case,  the  Statewide  PSR  Council  is  responsible  for  the  establishment  of  the 
Advisory  Group.    The  Advisory  Groups  will  provide  an  ongoing  and  formal 
mechanism  to  receive  the  input  of  non-physician  health  care  practitioners 
and  representatives  of  hospitals  and  other  health  care  facilities  into  the 
PSRO  program. 
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At  the  first  meeting  of  the  year,  staff  presented  a  draft  of  guidelines 
regarding  Advisory  Groups  to  Statewide  Professional  Standards  Review 
Councils  and  PSROs.    The  draft  contained  the  changes  which  were  previously 
recommended  by  the  National  Council  to  simplify  organizational  requirements 
and  functions.    The  function  of  the  Advisory  Groups  was  described  as 
assistive  and  not  evaluative.    The  Council  approved  the  draft  and  the 
Manual  chapter  was  issued  in  draft  form  in  December  1974  because  the  Office 
of  the  General  Counsel  was  still  considering  the  possible  applicability  of 
the  Federal  Advisory  Committee  Act  to  Advisory  Groups.  Subsequently, 
proposed  regulations  on  Advisory  Groups  to  PSROs,  which  were  determined  to 
be  exempt  from  the  Federal  Advisory  Committee  Act,  were  published  as  a 
Notice  of  Proposed  Rulemaking  in  the  Federal  Register  on  May  6,  1975. 
Proposed  regulations  regarding  Advisory  Groups  to  Statewide  Councils  will 
be  published  at  a  later  time. 

Reconsiderations,  Hearings  and  Appeals  Policy 

The  Social  Security  Act  provides  for  reconsideration  of  medical  necessity 
decisions  made  by  PSROs  if  either  the  patient,  provider,  or  practitioner 
is  not  satisfied.    This  would  include  reconsiderations  by  hospitals  which 
are  acting  under  delegation  of  review  authority.    The  Statewide  Professional 
Standards  Review  Councils,  where  they  exist,  provide  a  review  in  controver- 
sies involving  at  least  $100.     If  an  individual  is  dissatisfied  with  the 
decision  reached  by  the  Statewide  Council,  or  by  the  PSRO  where  there  is 
no  Statewide  Council,  a  hearing  is  provided  at  the  Secretary's  level  where 
the  amount  in  controversy  is  at  least  $100.    Claimants  in  controversies 
amounting  to  at  least  $1,000  have  the  right  of  judicial  review.  The 
Secretary  of  HEW  delegated  the  responsibility  for  developing  a  uniform 
system  of  hearings  and  appeals  procedures  for  both  Medicare  and  Medicaid 
claimants  to  the  Bureau  of  Hearings  and  Appeals  (BHA)  of  the  Social  Security 
Administration. 

At  the  April  Council  meeting,  BHA  described  how  it  has  been  providing 
similar  hearings  and  appeals  functions  since  the  beginning  of  the  Social 
Security  program.    The  Bureau  includes  administrative  law  judges,  hearing 
examiners,  and  a  council  which  is  responsible  for  reviewing  the  decisions 
of  the  administrative  law  judges  and  for  providing  a  degree  of  national 
uniformity.    The  process  is  designed  to  assure  all  concerned  a  fair  hearing 
and  to  reduce  demands  and  burdens  on  the  claimant.    National  Council 
consensus  was  that  the  rights  of  all  involved  will  be  adequately  protected. 

Joint  Meeting  with  Health  Insurance  Benefits  Advisory  Council 

Both  the  National  Professional  Standards  Review  Council  and  the  Health 
Insurance  Benefits  Advisory  Council  are  mandated  under  the  Social  Security 
Act  and  are  responsible  for  advising  the  Secretary  in  the  setting  of  health 
policy.    They  are  both  working  with  the  Office  of  the  Assistant  Secretary 
for  Health  in  carrying  out  their  responsibilities.    The  Health  Insurance 
Benefits  Advisory  Council  deals  with  matters  of  general  policy  in  the 
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Medicare  and  Medicaid  programs.    The  National  Professional  Standards  Review 
Council  deals  with  quality  assurance  of  medical  services  paid  for  with 
Federal  funds  and  also  with  utilization  review.    Another  common  element  of 
the  two  Councils  is  that  they  are  both  included  in  many  of  the  national 
health  insurance  legislative  proposals.     Since  both  Councils  deal  with  the 
same  programs,  even  though  their  responsibilities  differ,  it  was  appropriate 
for  the  two  to  hold  a  joint  meeting  in  September  1974,  during  which  Members 
of  each  Council  gave  an  overview  of  their  current  and  anticipated  activities. 

The  National  Professional  Standards  Review  Council  presentation  included  a 
description  of  their  efforts  in  the  areas  of  review  responsibility;  norms, 
standards,  and  criteria;  costs  and  savings;  and  evaluation.    The  Health 
Insurance  Benefits  Advisory  Council  presentation  covered  the  history  of 
HIBAC  and  its  role  in  home  health  care,  nurse  anesthesist  reimbursement 
and  mental  health  care.    A  member  of  HIBAC  also  described  the  role  of  the 
consumer  in  the  health  care  field.    The  two  Councils  also  received  a  report 
on  the  Department's  nursing  home  initiatives.    Support  staff  for  the  two 
Councils  work  very  closely  together  in  an  effort  to  exchange  information 
which  is  beneficial  to  both  Councils.    Provision  will  be  made  for  more 
joint  meetings  in  the  future  as  items  of  concern  to  both  Councils  are 
identified. 

Private  Initiative  in  PSRO 

At  the  April  meeting,  the  National  Council  discussed  a  non-federal  project. 
The  W.  K,  Kellogg  Foundation  awarded  a  grant  of  over  $1  million  in  1974 
as  total  funding  to  Private  Initiative  in  PSRO  (P.I.)  for  a  study  of  six 
prototype  PSROs.    The  responsibility  for  the  study  is  with  a  consortium 
composed  of  the  American  Association  of  Foundations  for  Medical  Care,  the 
American  College  of  Physicians,  the  American  Hospital  Association,  the 
American  Medical  Association,  and  the  American  Society  of  Internal  Medicine. 

The  privately  funded  effort  is  working  side  by  side  with  officially 
designated  and  Federally  supported  PSROs.     The  six  PSROs  chosen  for 
participation  in  the  project  are:    Area  IX  PSRO  of  New  York,  Inc.,  Purchase, 
New  York;  Baltimore  City  PSRO,  Inc.,  Baltimore,  Maryland;  Colorado  Founda- 
tion for  Medical  Care,  Denver,  Colorado;  Foundation  for  Medical  Care 
Evaluation  of  S .E.  Wisconsin,  Inc.,  Milwaukee,  Wisconsin;  Multnomah 
Foundation  for  Medical  Care,  Portland,  Oregon;  and  Pine  Tree  Organization 
for  PSR,  Inc.,  Augusta,  Maine.    Beginning  in  late  1974  and  extending 
through  calendar  year  1976,  P.I.  will  carry  out  a  prospective  demonstration, 
test  and  evaluation  centering  on  five  major  areas:    the  impact  of  quality 
assurance  on  continued  stay  review;  the  involvement  of  public  representa- 
tives in  PSRO;  the  operating  costs  of  PSROs  with  various  organizational 
characteristics;  the  impact  of  review  on  the  utilization,  content  and 
cost  of  care;  and  other  legal  and  financial  issues. 

It  is  the  position  of  Private  Initiative  that  quality  assurance  is  the 
primary  goal  and  that  new  review  methods  must  be  developed  and  tested 
because  current  methods  do  not  consistently  provide  the  desired  result. 
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The  first  phase  of  Private  Initiative  deals  entirely  with  the  review  of 
care  in  institutional  settings.    During  the  third  year  of  the  project, 
plans  will  be  made  for  the  addition  and  incorporation  of  ambulatory  care 
review.    The  National  Council  will  continue  to  monitor  the  project  as  a 
source  of  information  and  support  for  the  PSRO  program. 

Consumer  Presentation  to  the  National  Professional  Standards  Review 
Council  Through  the  Policy  Development  Subcommittee 

The  Council  has  continually  stressed  the  need  for  confidentiality  of  data 
collected  for  PSRO  purposes.    In  an  attempt  to  obtain  the  viewpoint  of 
consumer  groups  on  PSRO  data  confidentiality  and  disclosure,  the  Chairman 
of  the  Council  invited  various  groups  to  present  their  ideas  to  the  Policy 
Development  Subcommittee  with  all  National  Council  members  in  attendance. 
The  groups  represented  were  the  Public  Citizens  Health  Research  Group;  the 
Consumers  Union  of  the  United  States,  Inc.;  the  National  Council  of  Senior 
Citizens;  the  National  Urban  Coalition  Consumer  Health  Project;  and  the 
Project  on  Privacy  and  Data  Collection  of  the  American  Civil  Liberties 
Union  Foundation. 

Representatives  of  those  groups  proposed  the  following  points :  immediate 
disclosure  of  data  and  information  on  decisions  by  PSROs  to  recipients  and 
beneficiaries;  disclosure  to  the  general  public  of  norms,  medical  care 
criteria  and  standards  developed  or  applied  by  each  PSRO;  disclosure  to 
the  public  of  general  patterns  of  practice  by  providers  and  practitioners 
in  the  provision  of  services  to  recipients  and  beneficiaries;  release  of 
information  relating  to  the  functioning  of  individual  PSROs;  public 
disclosure  of  all  documents  in  the  possession  of  PSROs  which  would  not  be 
exempt  from  disclosure  under  the  Freedom  of  Information  Act;  no  secret 
files;  disclosure  of  information  to  the  patient  in  cases  of  dispute;  no 
disclosure  of  information  for  purposes  other  than  those  for  which  it  was 
collected  without  specific  permission  from  the  patient;  patient  access  to 
his  file  for  assurance  of  reliability  of  data;  and  social  security  numbers 
should  not  be  used  for  identification  purposes.    All  comments  were 
considered  by  staff  in  preparing,  and  the  Council  in  approving,  the  policy 
statement  on  Confidentiality  of  Data. 

National  High  Blood  Pressure  Education  Program 

A  representative  from  the  National  Heart  and  Lung  Institute  (NHLI)  of  the 
National  Institutes  of  Health  presented  information  to  the  Council  on  the 
activities  of  the  National  High  Blood  Pressure  Education  Program.  The 
program  is  considered  a  prototype  in  which  information  is  being  developed 
which  could  be  made  easily  available  to  PSROs  for  quality  assessment  on  a 
wide  basis  throughout  the  country.    It  was  noted  that  all  major  private 
sector  professional  organizations  with  an  interest  in  hypertension  have 
been  involved  in  developing  the  recommendations. 

The  NHLI  program  is  attempting  to  influence  the  behavior  of  practitioners 
and  patients  in  the  area  of  hypertension.    The  problems  in  hypertension 
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include  identifying  the  hypertensive  patient  and  initiating  and  continuing 
the  patient  on  therapy.    A  suggestion  was  made  that  PSROs  might  wish  to 
assign  a  high  priority  to  considering  essential  hypertension  as  a  highly 
prevalent,  trackable  model  for  medical  care  quality  standards.  The 
consensus  of  the  Council  was  that  this  is  one  possible  area  where  pertinent 
information  could  be  given  to  the  PSROs,  and  the  Council  recommended  that 
staff  continue  to  explore  areas  where  information  is  being  developed  that 
should  be  made  available  for  quality  assessment. 

Institute  for  Professional  Standards  Training  Contract 

At  the  request  of  the  Council,  a  progress  report  was  made  at  the  May  meeting 
on  the  training  contract  with  the  Institute  for  Professional  Standards  (IPS) . 
Representatives  of  IPS  described  the  development  of  a  curriculum  for  the 
training  of  PSRO  personnel  and  their  experience  with  the  first  four  training 
sessions.    The  training  is  designed  for  three  groups  of  individuals — PSRO 
quality  assurance  directors ,  executive  directors  and  review  coordinator 
supervisors.    Subject  matter  includes:    a  general  overview  of  the  PSRO 
program  and  its  mission;  a  review  of  the  PSRO  responsibility;  the  develop- 
ment of  medical  care  evaluation  programs;  hospital  delegation;  and 
utilization  review  subjects.    After  the  didactic  session,  clinical  site 
visits  are  made.    IPS  core  faculty  has  expanded  to  about  60  individuals 
on  a  regional  basis.    Under  the  contract,  IPS  also  provides  consultation 
to  individual  PSROs,  Statewide  PSR  Councils,  Advisory  Groups  and  interested 
physician  groups. 

The  National  Council  commended  the  progress  to  date  and  encouraged  the  use 
of  training  program  graduates  to  educate  other  PSRO  employees  as  a  result 
of  their  increased  capabilities.    It  was  also  suggested  that  some  mechanism 
should  be  developed  for  a  feedback  to  IPS  from  graduates  of  the  training 
program. 

Budgetary  Restrictions 

During  fiscal  year  1975,  the  National  Council  repeatedly  expressed  grave 
concern  over  the  restrictions  placed  upon  implementation  of  the  PSRO 
program  by  the  current  and  proposed  future  funding  levels.    Having  now 
achieved  the  firm  support  of  the  Nation's  physicians  and  most  other 
interested  individuals  and  organizations,  it  was  felt  that  to  deny  PSRO 
contracts,  whether  planning  or  conditional,  to  interested  and  qualified 
groups  of  physicians  was  contrary  to  the  true  intent  of  Congress  and  not 
in  accordance  with  the  health  care  needs  of  the  American  public.  Conse- 
quently, at  its  February  1975  meeting  the  Council  unanimously  approved  a 
motion  that,  "The  Chairman  alert  appropriate  House  and  Senate  Committees 
and  Subcommittees  on  health  of  the  present  Council  level  of  concern 
regarding  the  current  and  proposed  budgetary  restrictions."    As  a  result 
of  the  motion,  the  Chairman  wrote  to  all  appropriate  Congressional 
Committee  and  Subcommittee  Chairmen.    A  sample  copy  of  the  Chairman's 
letter  is  attached  as  Appendix  5. 
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NATIONAL  COUNCIL  PLANS  FOR  FISCAL  YEAR  1976 


Fiscal  year  1976  is  anticipated  to  be  one  of  further  growth  for  the  PSRO 
program.     It  will  also  be  a  crucial  year  for  the  program.    More  PSROs  will 
be  operational  and  many  individuals  and  organizations  will  be  watching 
closely  for  signs  of  success  or  of  failure.    Difficult,  and  sometimes 
controversial,  issues  involved  in  implementation  will  have  to  be  resolved. 

The  National  Council  will  be  involved  in  these  fiscal  year  activities. 
Again,  the  major  emphasis  will  be  on  providing  advice  and  guidance  to  the 
Department  and  conveying  to  DHEW  the  needs  of  the  public  and  the  health 
professions.    As  the  program  becomes  increasingly  operational,  the  Council 
will  also  be  required  to  carry  out  those  additional  responsibilities  that 
are  mandated  by  the  legislation. 

1.    Advice  to  the  Secretary 

As  the  Department  carries  out  policy  development  and  implementation 
activities,  the  Council  will  discuss  the  issues  with  the  staff  and 
offer  advice  and  direction.    Anticipated  areas  of  Department 
activities  and  Council  advice  for  1976  are  summarized  below: 

-  further  issuance  of  regulations  for  the  PSRO  program; 

-  development  and  issuance  of  the  remaining  chapters  of  the  PSRO 
Program  Manual :    these  include  (1)  Delegation  of  PSRO  Review  to 
In-House  Committees;  (2)  PSRO  Review  in  Long-Term  Care  Facilities; 
(3)  PSRO  Review  in  Institutions  for  Chronic  Illness,  Psychiatric 
and  Mental  Diseases;  (4)  PSRO  Review  of  Ambulatory  Care;  (5)  PSRO 
Relationship  with  Health  Maintenance  Organizations;  (6)  PSRO 
Relationships  with  Federal  Health  Care  Delivery  Systems;  (7)  PSRO 
Relationships  with  Medicare,  Medicaid,  and  Maternal  and  Child 
Health  Contractors  and  Agencies;  (8)  PSRO  and  Statewide  Council 
Advisory  Groups;  (9)  Statewide  Professional  Standards  Review 
Councils;  (10)  The  National  Professional  Standards  Review  Council; 

(11)  Role  of  Non-Physician  Health  Professionals  in  PSRO  Activities; 

(12)  Sanctions;  (13)  Confidentiality;  (14)  PSRO  Data  Collection, 
Processing  and  Analysis;  (15)  PSRO  Program  Monitoring  and 
Appraisal;  and  (16)  Financial  Management  of  the  PSRO  Program; 

-  assistance  to  PSR  organizations:    this  will  involve  (1)  the 
further  awarding  of  contracts  to  PSROs  and  Statewide  PSRO 
Support  Centers  and  the  negotiation  of  agreements  with  Statewide 
PSR  Councils,  and  (2)  advising  the  Department  on  the  training 

of  physicians,  other  health  professionals,  and  administrators 
to  operate  PSROs; 

-  further  development  of  policies  and  procedures  for  PSRO  review 
activities:    issues  will  include  review  in  long-term  care 
facilities  and  review  of  ambulatory  care; 
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-  further  coordinate  implementation  of  the  Utilization  Review 
Regulations  with  PSRO  review; 

-  further  development  and  implementation  of  PSRO  data  policy: 
included  will  be  (1)  PSRO  data  flow  models,  data  review 
requirements  and  Uniform  Hospital  Discharge  Data  Set  imple- 
mentation plan,  (2)  policy  for  data  acquisition  and  systems 
use,  (3)  assuring  the  confidentiality  of  information,  and 

(4)  minimum  data  sets  for  long-term  care  and  ambulatory  care; 

-  further  development  of  financial  management  and  financial 
reporting  guidelines; 

-  completion  of  the  evaluation  plan  and  its  initial  implementation; 

-  further  development  of  guidelines  for  coordination  of  PSRO 
activities  with  Medicare,  Medicaid  and  Maternal  and  Child 
Health  programs . 

2 .  Assistance  to  PSROs  and  Statewide  Councils 

The  Council,  through  the  resources  of  the  Department,  will  assure 
that  PSROs  and  Statewide  Councils  are  given  every  possible 
assistance.    This  assistance  will  include  training  programs  for 
those  involved  in  PSRO  operations  and  providing  PSROs  with  a 
variety  of  forms  of  technical  assistance  and  consultation,  as 
well  as  relevant  information  and  data.    Additionally,  the 
National  Council  has  a  special  mandated  responsibility  to  see 
that  PSROs  are  given  help  in  utilizing  and  applying  norms. 

Having  the  necessary  resources  is  critical  for  successful  PSRO 
performance  and  the  Council  is  committed  to  seeing  that  these 
are  provided.    The  Council  will  be  developing  mechanisms  to 
assure  that  these  resources  are  provided  and  to  keep  in  touch 
with  PSROs  so  there  can  be  an  awareness  and  a  responsiveness 
to  their  needs. 

3.  Evaluation 

A  major  activity  of  the  Council  in  1976  will  be  in  the  area  of 
evaluation.    The  Council  will  be  working  with  staff  to  further 
develop  methodologies  to  evaluate  the  impact  of  the  PSRO  program 
on  the  quality  of  care  provided  under  Titles  XVIII,  XIX  and  V 
of  the  Social  Security  Act,  and  to  evaluate  individual  PSRO  and 
Statewide  PSR  Council  effectiveness  and  comparative  performance. 
This  year  the  Council  and  the  Department  will  complete  the 
evaluation  strategy  and  begin  its  application  in  the  Conditional 
PSROs.    As  these  activities  continue  and  expand,  the  Council  and 
the  staff  will  utilize  the  expertise  of  both  staff  and  consultan 
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The  Council  hopes  that  it  will  be  able  to  determine  how  and 
where  the  quality  of  care  has  been  improved  and  then  to  use 
this  information  to  improve  patterns  of  medical  care. 

4.  Norms,  Standards  and  Criteria 

As  norms  become  available  from  the  Conditional  PSROs  during 
the  year  through  the  data  and  information  system,  the  Council 
will  begin  its  mandated  activity  of  norms  comparison  between 
comparable  PSROs.    The  Model  Screening  Criteria  Sets  obtained 
through  the  AMA  contract  will  be  updated  and  refined  under 
Council  supervision.    The  actual  criteria  sets  being  used  by 
the  PSROs  will  be  reviewed,  as  will  the  standards  applied  by 
those  PSROs  as  they  are  developed. 

5.  Recommendations  for  a  More  Effective  Program 

During  1976,  as  the  program  obtains  more  operating  experience 
and  information,  the  Council  may  want  to  suggest  to  the 
Secretary  and  to  Congress  some  modifications  in  the  legislation. 
If  information  received  during  the  course  of  the  year  indicates 
a  need  to  examine  any  basic  requirements  of  the  program, 
appropriate  investigations  will  be  undertaken. 

6.  Communication  with  the  Nation's  Health  Professionals  and  Public 

While  not  a  legislatively  mandated  function,  the  Council  feels 
it  has  a  special  responsibility  to  communicate  the  nature  and 
activities  of  the  PSRO  program  to  the  public  and  to  the  Nation's 
health  professionals.    The  Council,  as  a  unit  through  its  staff, 
and  Council  members,  as  individuals,  will  continue  to  assess 
the  need  for  information  and  education  and  will  respond  to  it. 
The  Council  will  also  continue  to  perform  an  advocacy  role  both 
on  behalf  of  the  public  and  the  Nation's  health  professionals. 
Their  views  will  be  interpreted  in  light  of  the  legislation  and 
communicated  to  the  Department. 

7.  Reappointment  and/or  New  Appointments  of  Members 

The  terms  of  the  present  Council  members  terminate  on  June  30, 
1976.    As  stated  in  the  legislation,  the  present  members  are 
eligible  for  reappointment.    Public  Law  92-603  specifies  the 
qualifications  for  membership  as  well  as  the  types  of  national 
organizations  which  may  recommend  nominees  to  the  Secretary  for 
membership.    The  appointment  process  is  a  time-consuming 
procedure.     The  Department,  with  cooperation  from  the  Council, 
will  begin  this  process  in  the  near  future  in  order  to  have  a 
full  Council  on  July  1,  1976. 
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SPECIAL  ISSUES  OF  IMPORTANCE  TO  THE  PROGRAM 

Support  of  the  Nation's  Physicians  and  Other  Interested  Groups 

An  educational  process  is  and  has  been  in  place  to  acquaint  physicians  and 
other  health  care  practitioners  and  providers  with  the  actual  intent  and 
mode  of  implementation  of  the  PSRO  legislation.    National  organizations 
representing  Doctors  of  Medicine  and  Doctors  of  Osteopathy,  non-physician 
health  care  practitioners,  acute  care  and  long-term  care  institutional 
providers,  third-party  payers  and  consumers  have  been  instrumental  and 
effective  in  informing  their  constituencies  of  their  potential  involvement 
in  PSRO  and  the  progress  and  goals  of  the  program  itself.    National  Council 
members,  on  their  own,  have  undertaken  many  speaking  engagements  to  discuss 
the  PSRO  program,  both  in  their  own  communities  and  States,  and  also  by 
traveling  around  the  country.    They,  and  the  officers  of  many  national 
physician  organizations,  have  conveyed  information  about  the  intent  of 
the  legislation  and  the  progress  and  nature  of  program  implementation. 
The  national  physician  specialty  organizations  have  demonstrated  their 
cooperation  by  their  input  into  the  AMA  coordinated  effort  to  develop 
model  PSRO  screening  criteria  sets. 

The  effectiveness  of  these  efforts  is  indicated  by  the  number  of  physicians 
who  have  become  members  of  PSROs.    As  of  May  1975,  it  was  estimated  that 
almost  90,000  physicians  were  members  of  PSROs.    This  number  continues  to 
grow  as  more  PSROs  come  on  line  and  reach  the  point  of  recruiting  member- 
ship.   In  September  1974,  the  Department  convened  a  day-long  conference 
of  non-physician,  health  care  providers.    Representatives  of  20  national 
organizations  whose  constituencies  include  more  than  1,500,000  non-physician 
health  care  practitioners  attended.    Most  of  these  same  organizations 
have  been  encouraging  PSRO  involvement  by  their  membership  at  State,  local 
PSRO  and  institutional  levels.    The  Department  has  also  met  with  national 
organizations  representing  institutional  providers  of  acute  and  long-term 
care.     The  American  Hospital  Association,  at  its  own  expense,  printed 
and  distributed  15,000  copies  of  the  PSRO  Program  Manual  to  hospitals 
throughout  the  United  States.    Both  the  American  Hospital  Association  and 
the  national  organizations  representing  long-term  care  institutional 
providers  have  provided  the  Department  with  support  and  advice  regarding 
the  Utilization  Review  Regulations  of  November  29,  1974.    All  national 
consumer  organizations  who  have  an  interest  in  health  care  delivery  have 
maintained  liaison  with  the  Department  and  the  Council  as  evidenced  by 
the  consumer  presentation  to  the  National  Council  as  previously  described. 

During  the  February  meeting  of  the  National  Countil,  the  Chairman  requested 
a  representative  from  the  American  Speech  and  Hearing  Association  (ASHA) 
to  present,  in  writing,  the  views  of  the  Association  regarding  reimburse- 
ment of  non-physician  health  care  practitioners  for  PSRO  activities.  A 
letter  was  sent  to  the  Chairman  of  the  Council  outlining  recommendations 
which  had  been  concurred  in  by  the  American  Occupational  Therapy 
Association,  National  Rehabilitation  Counselors  Association,  and  National 
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Association  of  Social  Workers.    At  the  May  meeting,  the  National  Council 
reviewed  the  progress  made  under  a  contract  awarded  to  ASHA  on  behalf  of 
the  Coalition  of  Independent  Health  Professions.    The  purpose  of  the 
contract  is  to  develop  and  pilot  test  an  educational  program  to  prepare 
non-physician  health  care  professionals  for  involvement  in  the  PSRO  review 
process . 

Expansion  of  PSRO  Review  to  Non-Federal  Payment  Patients 

During  the  year,  the  National  Council,  the  Department,  and  organizations 
representing  third-party  payers  discussed  circumstances  and  arrangements 
under  which  PSROs  may  contract  to  review  privately  insured  patient  care. 
The  Department  has  had  a  series  of  discussions  with  the  Blue  Cross 
Association,  the  National  Association  of  Blue  Shield  Plans,  and  the  Health 
Insurance  Association  of  America.    Those  interchanges  have  been  encouraging 
and  have  been  discussed  at  National  Council  meetings.     It  is  realized  by 
all  concerned  that  individual  Blue  Shield  and  Blue  Cross  Plans,  as  well 
as  commercial  insurance  companies ,  have  worked  with  Planning  PSROs , 
Conditional  PSROs  and  Statewide  PSRO  Support  Centers  from  the  beginning 
to  identify  areas  of  common  interest  and  understanding.    As  a  local  option, 
it  is  anticipated  that,  over  time,  individual  PSROs  will  contract  for  the 
review  of  non-Federal  payment  care  and,  thereby,  expand  PSRO  review 
activity  to  the  70  percent  of  in-patients  whose  acute  care  reimbursement 
is  provided  through  private  insurers. 

National  Health  Insurance 

Most  major  National  Health  Insurance  proposals  considered  by  the  Ninety- third 
Congress  included  Professional  Standards  Review  Organizations  as  a  mechanism 
to  assure  the  quality  and  necessity  of  medical  care  to  be  paid  for  under 
the  insurance  plans.    During  calendar  year  1975,  the  Administration  decided 
not  to  submit  a  proposal;  rather  it  will  wait  until  1976.    It  is  expected 
that  the  major  proposals  to  be  considered  by  the  Ninety-fourth  Congress 
will  also  include  PSRO  review  as  an  essential  element  of  the  accountability 
for  such  a  large  expenditure  of  public  funds.    The  previously  described 
extension  of  PSRO  review  to  private-payment  patients  is  believed  to  be  a 
first  step  in  providing  that  accountability  under  any  universal  health 
insurance  plan  which  may  finally  be  enacted. 

Malpractice 

The  relationship  between  PSRO  and  the  problem  of  increasing  professional 
malpractice  litigation  was  considered  in  detail  by  the  Council  at  its  April 
meeting.    It  was  agreed  that  a  crisis  existed  in  the  professional  community 
regarding  the  availability  of  professional  liability  insurance  and  the 
increase  in  numbers  and  size  of  judgments  in  malpractice  suits.  Addition- 
ally, the  high  cost  of  defensive  medicine  is  of  major  concern  both 
monetarily  and  because  of  unindicated  overtreatment .    The  Council  debated 
the  extent  to  which  PSRO  review  of  medical  quality  and  necessity  would  be 
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a  factor  in  ameliorating  the  present  crisis.    It  was  agreed  that  the 
immediate  problems  would  not  be  affected  by  the  development  of  PSRO  because 
of  the  time  involved  for  the  PSRO  review  to  become  effective  over  a  large 
portion  of  the  country.    It  was  felt,  however,  that  over  the  longer  term, 
adherence  to  PSRO  standards  and  practices,  as  well  as  the  review  itself, 
should  improve  medical  care  quality  and  thereby  alleviate  malpractice 
litigation  to  a  certain  extent  and  that  the  PSRO  process  itself  would 
increase  the  confidence  of  the  American  public  in  its  physicians  and 
institutions . 

Relationship  of  PSRO  With  Other  Health  Legislation 

HMO  -  The  Health  Maintenance  Organization  legislation  focused 
interest  on  the  issues  of  relationship  between  HMO  and  PSRO 
quality  assurance  activities.    At  its  September  meeting,  the 
National  Council  discussed  the  HMO  guidelines  which  require  the 
development  and  maintenance  of  an  ongoing  quality  assurance 
system  pointed  toward  continued  improvement  of  quality  through 
identification  of  problems  and  their  correction  by  continuing 
education  mechanisms.    Health  outcomes  are  to  be  emphasized. 
It  is  realized  that  the  patient  constituencies  of  the  HMO  Act 
differ  from  those  of  the  PSRO  which  are  limited  to  Medicare, 
Medicaid  and  Title  V  enrollees.    A  further  development  of  the 
subject  was  requested  by  the  Council  and  at  a  subsequent 
meeting  in  October,  a  draft  paper  delineating  the  various 
issues  involved  was  presented  for  discussion.    The  Council 
reviewed  the  issues  listed,  including  eligibility  of  HMOs  for 
delegation  of  review  and  financing  of  review  under  HMOs.  The 
PSRO/HMO  quality  assurance  relationship  is  still  under  develop- 
ment within  the  Department  and  will  be  considered  further 
by  the  National  Council. 

End-Stage  Renal  Disease  -  At  the  first  meeting  of  the  year,  the 
National  Council  was  updated  on  the  Department's  progress  in 
implementing  the  End-Stage  Renal  Disease  program  as  required 
under  Public  Law  92-603.    The  network  concept  was  discussed  and 
the  consequent  relationship  between  those  possible  geographic 
areas  and  PSRO  areas.    Considerable  discussion  took  place 
regarding  the  relationship  of  the  Local  Medical  Review  Boards 
(LMRB) ,  as  required  by  Section  2991,  and  the  PSROs.    It  was 
thought  that  the  functions  of  the  two  might  be  somewhat 
different,  inasmuch  as  PSROs  are  primarily  concerned  with 
individual  patient  review,  whereas  LMRBs  will  be  looking  more 
at  aggregate  statistics  from  the  beginning.    However,  various 
methods  of  coordinating  or  even  of  having  the  LMRB  act  as  an 
arm  of  the  PSRO  were  discussed.    The  Council  will  continue  its 
interest  in  this  relationship  of  PSRO  with  the  ESRD  program. 
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National  Health  Planning  and  Resources  Development  Act  of  1974  - 
At  its  February  meeting,  the  National  Council  was  briefed  on  the 
implications  of  the  new  health  planning  legislation,  including 
the  history  and  probable  impact  that  might  be  anticipated.  The 
Council  discussion  revolved  primarily  around  two  issues.  The 
first  was  that  of  possible  coordination  between  health  planning 
areas  and  the  process  which  will  be  used  to  determine  same.  It 
was  hoped  that,  to  the  greatest  extent  possible,  planning  areas 
would  be  coterminous  with  PSROs  although  it  was  understood  that 
such  areas  may  cross  State  lines  and  must  necessarily  encompass 
Standard  Metropolitan  Statistical  Areas.    The  second  issue 
discussed  was  the  utilization  by  Health  Systems  Agencies  of  data 
and  information  as  produced  by  PSROs.    It  was  thought  that  in 
both  acute  and  long-term  care  the  quality  and  level-of-care 
information  generated  by  PSROs  would  be  of  considerable  benefit 
for  health  planning  purposes.    The  National  Council  was  assured 
that  the  Department  will  continue  to  relate  the  two  programs  in 
the  most  efficient  manner  possible,  and  the  Council  will  be  kept 
informed  as  progress  is  made. 

Nursing  Homes  -  At  the  first  meeting  of  the  year,  the  National 
Council  discussed  with  the  Director  of  the  Office  of  Nursing  Home 
Affairs  the  impact  that  PSRO  review  might  have  on  the  quality 
and  necessity  of  medical  care  being  provided  in  long-term  care 
institutions.    One  aspect  considered  was  whether  the  availa- 
bility of  beds  at  other  levels  of  care  was  a  major  factor  in 
continued  hospital  stay  which  was  otherwise  unindicated. 
During  all  discussions  of  long-term  care  review  during  the  year, 
cognizance  was  taken  by  the  Council  of  Congressional  concern 
and  initiatives  regarding  the  quality  of  medical  care  in 
long-term  care  institutions.    In  March  of  1975  the  Council 
received  the  long-term  care  facility  survey  published  by  the 
Office  of  Nursing  Home  Affairs.    It  is  anticipated  that  many 
aspects  of  such  care  will  be  an  ongoing  concern  of  the  National 
Council,  and  the  Council  will  be  kept  advised  of  legislative 
efforts  and  the  policies  of  the  Administration  regarding  the 
provision  and  quality  of  long-term  institutional  care. 
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APPENDIX  2 


NATIONAL  PROFESSIONAL  STANDARDS  REVIEW  COUNCIL 
Meetings  in  Fiscal  Year  1975 


Date 


July  22-23,  1974 


September  9-10,  1974 


October  29-30,  1974 


December  16-17,  1974 


February  3-4,  1975 


March  31-April  1,  1975 


May  27-28,  1975 


Place 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Auditorium  (First  Floor) 
Washington,  D.C. 

HEW  North  Building 
Auditorium  (First  Floor) 
Washington,  D.C. 
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SUBCOMMITTEES  OF 
NATIONAL  PROFESSIONAL  STANDARDS  REVIEW  COUNCIL 


Meetings  in  Fiscal  Year  1975 


Date 


Place 


Subcommittee  on  Policy  Development* 
July  22,  1974 


Joint  Meeting: 

Subcommittee  on  Evaluation*  and 
Subcommittee  on  Data  and  Norms* 

July  22,  1974 

Technical  Subcommittee** 
October  14,  1974 


Technical  Subcommittee 
October  29,  1974 


Technical  Subcommittee 
December  16,  1974 


Technical  Subcommittee 
February  3,  1975 


Technical  Subcommittee 
March  31,  1975 


Technical  Subcommittee 
May  27,  1975 


Ad  Hoc  Subcommittee  on  Physician 

Reimbursement  for  Review*** 
March  31,  1975 

*Subcommittee  dissolved  on  July  22,  1974 
**Subcommittee  named  on  July  22,  1974 
***Subcommittee  named  on  February  3,  1975, 


HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5169 
Washington,  D.C. 


Wright-Farnam  Room 
O'Hare  International 

Tower  Hotel 
Chicago,  Illinois 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 

HEW  North  Building 
Auditorium  (First  Floor) 
Washington,  D.C. 

HEW  North  Building 
Auditorium  (First  Floor) 
Washington,  D.C. 

HEW  North  Building 
Conference  Room  5051 
Washington,  D.C. 


and  dissolved  on  March  31,  1975 
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APPENDIX  3 


DEPARTMENTAL  PSRO  PROGRAM  ACTIVITIES 

The  National  Professional  Standards  Review  Council  has  been  informed  of 
and  commented  upon  all  aspects  of  program  progress  during  the  year 
including  Departmental  organization,  priorities  for  contracting,  and 
Secretarial  decision. on  Conditional  PSRO  review  authority.    These  and  the 
communication  systems  employed  by  the  Department  are  described  in  the  pages 
to  follow,  as  well  as  the  system  of  providing  program  guidance  to  PSROs 
through  additional  PSRO  Program  Manual  chapters  and  PSRO  Transmittals. 

Organization  of  PHEW  for  PSRO  Implementation 

The  overall  responsibility  for  direction  of  the  total  Department  effort  in 
implementing  the  PSRO  program  is  with  the  Office  of  Professional  Standards 
Review  (OPSR)  in  the  Office  of  the  Assistant  Secretary  for  Health.  OPSR 
performs  liaison  and  coordinating  functions  with  specific  program  responsi- 
bilities assigned  to  the  Bureau  of  Quality  Assurance  (BQA)  in  the  Health 
Services  Administration  (HSA) ;  the  Bureau  of  Health  Insurance  (BHI)  in  the 
Social  Security  Administration  (SSA) ;  the  Medical  Services  Administration 
(MSA)  in  the  Social  and  Rehabilitation  Service  (SRS) ;  and  Maternal  and 
Child  Health  (MCH)  in  the  Bureau  of  Community  Health  Services  (BCHS) ,  HSA. 
A  PSRO  Coordinating  Committee  was  formed  to  provide  Departmental  policy 
direction  in  implementing  the  program.    The  Committee  includes  representa- 
tives from  all  agencies  involved  in  the  program.    The  agencies  have  worked 
together  in  the  preparation  of  regulations  and  other  policy  documents  that 
involve  them.    Also,  preparation  of  the  agenda  for  the  National  Professional 
Standards  Review  Council  is  a  joint  effort  with  all  agencies  having  input. 
At  the  last  meeting  of  the  year,  the  Assistant  Secretary  for  Health, 
Dr.  Theodore  Cooper,  told  the  National  Council  that  various  administrative 
alignments  were  being  considered  to  strengthen  program  support  in  the 
operating  agencies  while  retaining  policy  decision  making  in  the  Office  of 
the  Assistant  Secretary. 

The  Central  and  Regional  Office  staff  have  been  working  jointly  in  the 
implementation  of  the  program.    Each  Regional  Office  has  a  PSRO  Focal  Point 
assigned  to  work  with  Central  Office  as  well  as  to  provide  assistance  and 
direction  to  the  designated  PSROs  in  their  areas.    They  have  also  provided 
technical  assistance  to  organizations  expressing  a  desire  to  be  designated 
as  PSROs  or  Support  Centers.    Project  Officers  for  contracts  are  located 
in  the  BQA  Central  Office  and  are  the  individuals  representing  the  Government 
for  the  purpose  of  providing  technical  direction  in  the  performance  of 
contracts.    Associate  Project  Officers  are  located  in  the  Regional  Offices 
and  share  contract  monitoring  responsibilities  with  the  Project  Officers. 

Conditional  PSRO  Review  Authority 

Throughout  the  early  part  of  the  year,  the  National  PSR  Council  expressed 
concern  regarding  the  true  authority  of  the  Conditional  PSRO  for  review 
responsibility.    A  policy  decision  was  signed  by  the  Secretary  on 
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February  24,  1975,  and  was  presented  at  the  April  meeting  of  the  Council. 
The  Departmental  policy  states  that  a  conditionally  designated  PSRO,  found 
competent,  will  exercise  authority  on  quality  and  necessity  of  care  for 
purposes  of  claims  payment  for  both  Medicare  and  Medicaid.    In  situations 
where  Medicaid  State  Agencies  have  strong  objections,  the  Department  will 
reconsider  the  competency  of  the  PSRO  after  a  definite  period  of  observation 
not  to  exceed  the  first  year  of  the  conditional  period.    The  Secretary  also 
adopted  the  policy  that  review  systems  implemented  by  conditionally  desig- 
nated PSROs  shall  be  accepted  by  DHEW  and  the  State  Agency  as  replacing 
Titles  XVIII  and  XIX  review  requirements  to  the  extent  that  PSROs  have 
assumed  functions.    The  Council  also  reviewed  the  various  procedural  steps 
which  had  been  designed  to  implement  this  policy. 

Communication  About  PSRO 

In  addition  to  the  continuing  development  of  supportive  relationships  with 
national  health  organizations,  a  major  effort  of  communication  has  been 
aimed  at  those  interested  in  PSROs  and  whose  knowledge  is  important  to  the 
success  of  the  program.    Speeches  have  been  given  throughout  the  country 
by  the  private  sector  professional  leadership,  the  staff  of  the  Department 
and  the  members  of  the  National  PSR  Council.    Other  groups  and  individuals 
have  been  informed  of  the  program  through  press  releases,  the  PSRO 
Information  Kit,  the  OPSR  Memo,  the  PSRO  Program  Manual,  and  television 
and  radio  interviews.    Staff  from  the  Central  and  Regional  Offices  have 
held  meetings  around  the  country  to  provide  information  as  well  as  to 
elicit  comments  and  suggestions. 

The  need  for  disseminating  information  to  the  Federal  and  private  sectors 
became  so  great  that  an  Automated  PSRO  Distribution  System  was  established 
through  a  contract  with  Capital  Systems  Group,  Inc.,  a  private  firm.  The 
distribution  system  enables  staff  to  supply  materials  to  the  contractor 
for  distribution  to  organizations  who  have  need  of  the  material.  The 
mailing  key  includes  offices  within  the  Federal  Government,  PSROs,  Support 
Centers ,' Statewide  PSR  Councils,  national  organizations  representing  health 
and  medical  interests,  and  consumer  groups.    Materials  handled  through  the 
system  have  included  chapters  of  the  PSRO  Program  Manual;  PSRO  Transmittals; 
Minutes  of  Council  Meetings;  special  reports  in  which  there  has  been  a 
great  amount  of  interest,  e.g.,  reports  of  the  Data  Task  Force;  regulations; 
press  releases;  and  National  Council  briefing  materials.    All  agencies 
involved  in  implementing  the  program  have  access  to  the  system  to  ensure 
the  distribution  of  materials  prepared  within  each  agency  on  an  orderly 
and  timely  basis. 

Program  Guidance  to  PSROs 

Guidance  has  been  provided  to  the  PSROs  for  the  orderly  and  effective 
implementation  of  the  program.    This  guidance  has  been  provided  through 
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three  primary  mechanisms,  as  follows: 

1.  Regulations 

Regulations  are  first  issued  as  Notices  of  Proposed  Rulemaking 
(NPR)  and  are  published  in  the  Federal  Register.    The  most 
recent  to  appear  was  that  on  Advisory  Groups  to  PSROs,  published 
May  6,  1975.    NPRs  will  be  published  in  the  near  future  to  cover 
additional  areas  such  as  hospital  review  procedures,  Statewide 
PSR  Councils,  confidentiality,  and  hearings  and  appeals. 

2.  PSRO  Program  Manual 

Chapters  added  to  the  Manual  during  this  fiscal  year  are  as 
follows : 

Chapter  XV  -  PSRO  and  Statewide  Council  Advisory  Groups 
(Draft  Published  November  1974) 

Chapter  XIX  -  Reconsiderations,  Hearings,  and  Appeals 
(Published  November  1974) 

Chapter  V  -  Requirements  for  Qualification  as  a  Conditional 
PSRO  (Revised  April  1,  1975) 

3.  PSRO  Transmittals 

Transmittals  include  information  and  instructions  on  operating 
policies  and  procedures  to  be  followed  by  PSROs  in  carrying 
out  their  responsibilities.    They  also  contain  clarifications 
of  existing  operating  policies  and  procedures  and  communicate 
additional  operational  requirements.    When  applicable,  the 
Transmittals  are  converted  into  sections  of  the  PSRO  Program 
Manual .    The  normal  procedure  for  development  of  Transmittals 
is  for  staff  to  prepare  a  draft  issue  paper  on  the  subject,  the 
Council  to  review  and  approve  or  make  suggestions  for  further 
clarification,  and  staff  to  finalize  and  forward  to  the  PSROs 
and  Support  Centers.    The  following  is  a  list  of  subjects 
covered  in  the  Transmittals  issued  during  the  year: 

1  -  Introduction  of  BQA-PSRO  Transmittal  Memorandum 

2  -  Activities  to  be  Undertaken  by  Organizations 

Planning  to  Become  PSROs 

3  -  Roles  and  Responsibilities 

4  -  Monthly  Reporting  from  Statewide  PSRO  Support 

Centers 
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5  -  PSRO  Travel  Requests 

6  -  Tax  Exemption  for  PSROs 

7  -  The  Role  of  Continuing  Education  in  PSROs 

8  -  Subcontracting—Allowable  Activities 

9  -  Baseline  Data 

10  -  Planning  PSRO  Transition  to  Conditional  PSRO 

Status 

11  -  The  PSRO— Short  Stay  Hospital  Relationship  and 

Delegation  of  Review  Functions 

12  -  Full-Time  PSRO  Executive  Director 

13  -  Accordance  by  Present  Conditional  PSROs  with 

PSRO  Program  Policy 

14  -  PSRO  Planning  Projects  Coordination  with  Medicaid 

and  Maternal  and  Child  Health  and  Crippled 
Children's  Programs  State  Agencies 

15  -  Reconsiderations  of  Negative  Findings  by  a  PSRO 

on  the  Capability  of  a  Hospital  to  Perform 
Effective  Review 

16  -  Specifications  for  Confidentiality  Policy  on  PSRO 

Data  and  Information 

17  -  BQA  Contract  with  AMA  for  Development  of  Model 

Criteria  Sets 

18  -  PSRO  Support  Center  Policy 

19  -  Proposed  Regulations  for  the  Membership,  Organization 

and  Functions  of  Advisory  Groups  to  Professional 
Standards  Review  Organizations 

20  -  PSRO  Data  Routing  and  Processing  Policies  and  the 

Federal  Reports  Manual  of  the  PSRO  Management 
Information  System  (PMIS) 

21  -  Relationship  of  PSRO  Review  Responsibilities  to 

the  Medicare  and  Medicaid  Programs — Secretarial 
Decision  of  February  24,  1975 
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22  -  Clarification  of  Relationship  of  Utilization 

Review  Regulations  to  the  PSRO  Program 

23  -  Addendum  to  Transmittal  No.  22 
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APPENDIX  4 


PSRO  Contracts,  Fiscal  Year  1975 


ALABAMA  (Single  PSRO  Area) 
Planning 

ALASKA  (Single  PSRO  Area) 
Planning 

ARIZONA  (Two  PSRO  Areas) 
Planning  Area  II 

ARKANSAS  (Single  PSRO  Area) 
Conditional 


Alabama  Medical  Review,  Inc. 
Birmingham,  Alabama 


Alaska  Professional  Review  Organization 
Anchorage,  Alaska 


Pima  Foundation  for  Medical  Care 
Tucson,  Arizona 


Arkansas  Foundation  for  Medical  Care 
Fort  Smith,  Arkansas 


CALIFORNIA  (Twenty-eight  PSRO  Areas) 
Planning  Area  V 


Area  VI 


Area  IX 


Area  X 


Area  XIV 


Area  XV 


Area  XVI 


Area  XVII 


San  Francisco  Peer  Review  Organization,  Inc. 
San  Francisco,  California 

PSRO  of  San  Mateo  County 
San  Mateo,  California 

Santa  Clara  Valley  PSRO 
San  Jose,  California 

Stanislaus-Merced-Mariposa  PSRO,  Inc. 
Modesto,  California 

Kern  County  PSRO,  Inc. 
Bakersfield,  California 

San  Bernardino  Foundation  PSRO 
San  Bernardino,  California 

Organization  for  PSR  of  Santa  Barbara/San 

Luis  Obispo  Counties 
Santa  Barbara,  California 

Ventura  Area  PSRO,  Inc. 
Ventura,  California 
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CALIFORNIA  (Continued) 


Planning  Area  XX  California  Area  XX  PSRO 

Encino,  California 

Area  XXI  California  Area  XXI  PSRO,  Inc. 

Arcadia,  California 

Area  XXII  California  Area  XXII  PSRO 

Culver  City,  California 

Area  XXIII  California  PSRO  Area  XXIII 

Torrance,  California 

Conditional       Area  I  Redwood  Coast  Region  PSRO 

Santa  Rosa,  California 

Area  III  North  Bay  PSRO 

San  Rafael,  California 

Area  IV  Greater  Sacramento  PSRO 

Sacramento,  California 

Area  VIII  San  Joaquin  Area  PSRO 

Stockton,  California 

Area  XII  Monterey  Bay  Area  PSRO 

Salinas,  California 

Area  XXIV  Area  XXIV  PSRO 

Los  Angeles,  California 

Area  XXVII  Riverside  County  PSRO 

Riverside,  California 

Support  Center  United  Foundations  for  Medical  Care,  Inc. 

San  Francisco,  California 

COLORADO  (Single  PSRO  Area) 

Conditional  Colorado  Foundation  for  Medical  Care 

Denver,  Colorado 

CONNECTICUT  (Four  PSRO  Areas) 

Conditional       Area  I  PSRO  of  Fairfield  County,  Inc. 

Fairfield,  Connecticut 
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CONNECTICUT  (Continued) 
Conditional       Area  II 

Area  III 

Area  IV 

Support  Center 

DELAWARE  (Single  PSRO  Area) 
Planning 

DISTRICT  OF  COLUMBIA  (Single 
Conditional 

FLORIDA  (Twelve  PSRO  Areas) 
Planning  Area  III 

Area  XII 

i 

! 

GEORGIA  (Single  PSRO  Area) 

No  contract  awarded 

HAWAII  (Also  AMERICAN  SAMOA, 
(Single  PSRO  Area) 

Planning 

IDAHO  (Single  PSRO  Area) 
Conditional 

ILLINOIS  (Eight  PSRO  Areas) 
Planning  Area  III 


Connecticut  Area  II  PSRO,  Inc. 
Woodbridge,  Connecticut 

Hartford  County  PSRO,  Inc. 
Hartford,  Connecticut 

Eastern  Connecticut  PSRO,  Inc. 
Willimantic,  Connecticut 

Connecticut  Medical  Institute 
New  Haven,  Connecticut 


Delaware  Review  Organization 
Wilmington,  Delaware 

PSRO  Area) 

National  Capital  Medical  Foundation,  Inc. 
Washington,  D.C. 


Jacksonville  Area  PSRO 
Jacksonville,  Florida 

Dade-Monroe  PSRO,  Inc. 
Miami,  Florida 


GUAM,  TRUST  TERRITORIES  OF  THE  PACIFIC  ISLANDS) 


Pacific  PSRO,  Inc. 
Honolulu,  Hawaii 


Idaho  Professional  Review  Organization 
Boise,  Idaho 


Chicago  Foundation  for  Medical  Care 
Chicago,  Illinois 
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ILLINOIS  (Continued) 
Conditional       Area  IV 

INDIANA  (Seven  PSRO  Areas) 
Planning  Area  I 

Area  V 

Support  Center 

IOWA  (Single  PSRO  Area) 
Planning 

KANSAS  (Single  PSRO  Area) 
Planning 

KENTUCKY  (Single  PSRO  Area) 
Planning 

LOUISIANA  (Four  PSRO  Areas) 
No  contract  awarded 
MAINE  (Single  PSRO  Area) 
Conditional 

MARYLAND  (Seven  PSRO  Areas) 
Planning  Area  I 

Conditional       Area  II 


Quad  River  Foundation  for  Medical  Care 
Joliet,  Illinois 


Calumet  Area  Professional  Review 

Organization 
Highland,  Indiana 

Indiana  Area  V  PSRO 
Indianapolis ,  Indiana 

Indiana  Physicians'  Support  Agency 
Indianapolis ,  Indiana 


The  Iowa  Foundation  for  Medical  Care,  Inc. 
West  Des  Moines,  Iowa 


Kansas  Foundation  for  Medical  Care,  Inc. 
Topeka,  Kansas 


Kentucky  Peer  Review  Organization,  Inc. 
Louisville,  Kentucky 


Pine  Tree  Organization  for  Professional 

Standards  Review,  Inc. 
Augusta,  Maine 


Western  Maryland  Review  Organization,  Inc. 
Hagerstown,  Maryland 

Baltimore  City  Professional  Standards 

Review  Organization,  Inc. 
Baltimore,  Maryland 
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MARYLAND  (Continued) 
Conditional       Area  III 

Area  IV 

Area  V 
Area  VI 


Area  VII 

Support  Center 

MASSACHUSETTS  (Five  PSRO  Areas) 
Planning  Area  II 

Conditional       Area  I 

Area  III 
Area  IV 
Area  V 

Support  Center 

MICHIGAN  (Ten  PSRO  Areas) 
Planning  Area  VII 


Montgomery  County,  Maryland  Medical  Care 

Foundation,  Inc. 
Wheaton,  Maryland 

Prince  George's  Foundation  for  Medical 

Care,  Inc. 
Hyattsville,  Maryland 

Central  Maryland  PSRO,  Inc. 
Baltimore,  Maryland 

Southern  Maryland  PSRO,  Inc. 
Edgewater,  Maryland 

Delmarva  Foundation  for  Medical  Care,  Inc. 
Easton,  Maryland 

Maryland  Foundation  for  Health  Care 
Baltimore,  Maryland 


Central  Massachusetts  Health  Care 

Foundation,  Inc. 
Worcester,  Massachusetts 

Western  Massachusetts  PSRO,  Inc. 
West  Springfield,  Massachusetts 

Charles  River  Health  Care  Foundation 
Wellesley  Hills,  Massachusetts 

Bay  State  PSRO,  Inc. 
Boston,  Massachusetts 

Southeastern  Massachusetts  PSRO,  Inc. 
Middleboro,  Massachusetts 

HEW  Region  I  Support  Center 
Boston,  Massachusetts 


Federation  of  Physicians  in  Southeastern 

Michigan 
Detroit,  Michigan 
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MICHIGAN  (Continued) 
Conditional       Area  I 

Area  V 

Support  Center 

MINNESOTA  (Three  PSRO  Areas) 
Planning  Area  III 

Conditional       Area  II 

MISSISSIPPI  (Single  PSRO  Area) 
Conditional 

MISSOURI  (Five  PSRO  Areas) 
Planning  Area  I 

Area  II 

Area  IV 

Area  V 

Conditional       Area  III 

Support  Center 


Upper  Peninsula  Quality  Assurance 

Association 
Marquette,  Michigan 

Professional  Review  Organization-GLSC 
Flint,  Michigan 

Michigan  PSRO  Support  Center 
East  Lansing,  Michigan 


Professional  Services  Quality  Couneil  of 

Minnesota 
Rochester,  Minnesota 

Foundation  for  Health  Care  Evaluation 
Minneapolis,  Minnesota 


Mississippi  Foundation  for  Medical 

Care,  Inc. 
Jackson,  Mississippi 


Northwest  Missouri  PSRO 
Kansas  City,  Missouri 

Mid-Missouri  PSRO  Foundation 
Jefferson  City,  Missouri 

MOAF,  Inc.  (Missouri  Area  IV) 
Springfield,  Missouri 

Southeast  Missouri  Foundation  for  Medical 

Care 

Cape  Girardeau,  Missouri 

Central  Eastern  Missouri  Professional 

Review  Organization  Committee 
St.  Louis,  Missouri 

Health  Care  Foundation  of  Missouri 
Jefferson  City,  Missouri 
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MONTANA  (Single  PSRO  Area) 
Conditional 


Montana  Foundation  for  Medical  Care 
Helena,  Montana 


NEBRASKA  (Single  PSRO  Area) 
No  contract  awarded 
NEVADA  (Single  PSRO  Area) 
Planning 

NEW  HAMPSHIRE  (Single  PSRO  Area) 
Conditional 

NEW  JERSEY  (Eight  PSRO  Areas) 


Nevada  PSRO 
Reno,  Nevada 


New  Hampshire  Foundation  for  Medical  Care 
Durham,  New  Hampshire 


Planning 


Conditional 


Area  I 


Area  IV 


Area  VII 


Area  VIII 


Area  II 


Support  Center 

NEW  MEXICO  (Single  PSRO  Area) 
Conditional 

NEW  YORK  (Seventeen  PSRO  Areas) 
Planning  Area  III 


PSRO,  Area  I,  Region  II 
Carlstadt,  New  Jersey 

Essex  Physicians'  Review  Organization,  Inc. 
East  Orange,  New  Jersey 

Central  New  Jersey  PSRO 
Neptune,  New  Jersey 

Southern  New  Jersey  PSRO 
Camden,  New  Jersey 

Passaic  Valley  PSRO 
Clifton,  New  Jersey 

New  Jersey  Foundation  for  Health  Care 

Evaluation 
Trenton,  New  Jersey 


New  Mexico  PSRO 
Albuquerque,  New  Mexico 


PSRO  of  Central  New  York,  Inc. 
Syracuse,  New  York 
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NEW  YORK  (Continued) 
Planning  Area  IV 

Area  XII 
Area  XIV 
Conditional       Area  I 
Area  II 
Area  V 
Area  IX 
Area  X 
Area  XI 

Area  XIII 

Area  XV 
Area  XVI 

Support  Center 

NORTH  CAROLINA  (Eight  PSRO 
Planning  Area  II 


Five-County  Organization  for  Medical 

Care  and  PSR 
New  Hartford,  New  York 

Richmond  County,  New  York  PSRO 
Staten  Island,  New  York 

PSRO  of  Queens  County 
Forest  Hills,  New  York 

Erie  Region  PSRO,  Inc. 
Buffalo,  New  York 

Genesee  Region  PSRO,  Inc. 
Rochester,  New  York 

Adirondack  PSRO 
Glens  Falls,  New  York 

Area  IX  PSRO  of  New  York,  Inc. 
Purchase,  New  York 

PSRO  of  Rockland 
New  City,  New  York 

New  York  County  Health  Services  Review 

Organization 
New  York,  New  York 

Kings  County  Health  Care  Review 

Organization 
Brooklyn,  New  York 

Nassau  Physicians'  Review  Organization 
Garden  City,  New  York 

The  Bronx  Medical  Services  Foundation,  Inc. 
Bronx,  New  York 

Medical  Society  of  the  State  of  New  York 
Lake  Success,  New  York 

Areas) 

Piedmont  Medical  Foundation,  Inc. 
Winston-Salem,  North  Carolina 
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NORTH  CAROLINA  (Continued) 
Support  Center 

NORTH  DAKOTA  (Single  PSRO  Area) 
Planning 


OHIO  (Twelve  PSRO  Areas) 
Planning  Area  II 

Area  VI 

Area  X 

Area  XII 

Conditional       Area  I 

Area  IV 

Support  Center 

OKLAHOMA  (Single  PSRO  Area) 
Planning 

OREGON  (Two  PSRO  Areas) 
Conditional       Area  I 

Area  II 


North  Carolina  Medical  Peer  Review 

Foundation,  Inc. 
Raleigh,  North  Carolina 


North  Dakota  Health  Care  Review 
Bismarck,  North  Dakota 


Area  II  Peer  Review  Organization 
Dayton s  Ohio 

Region  Six  Peer  Review  Corporation 
Akron,  Ohio 

Region  X  Professional  Review  Organization 
Columbus,  Ohio 

Physicians'  Peer  Review  Organization 
Cleveland,  Ohio 

Medco  Peer  Review,  Inc. 
Cincinnati,  Ohio 

Fourth  Ohio  Area  PSR  Council 
Toledo,  Ohio 

Medical  Advances  Institute 
Columbus,  Ohio 


Oklahoma  Foundation  for  Peer  Review 
Oklahoma  City,  Oklahoma 


Multnomah  Foundation  for  Medical  Care 
Portland,  Oregon 

Greater  Oregon  PSRO 
Portland,  Oregon 
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PENNSYLVANIA  (Twelve  PSRO  Areas) 


Planning  Area  II 

Area  IV 

Area  VIII 
Conditional       Area  VI 
Area  VII 
Area  IX 
Area  XI 
Area  XII 

Support  Center 

PUERTO  RICO  (Single  PSRO  Area) 
Planning 

RHODE  ISLAND  (Single  PSRO  Area) 
Conditional 


Central  Pennsylvania  Area  II  PSRO 
Williamsport ,  Pennsylvania 

Eastern  Pennsylvania  Health  Care 

Foundation,  Inc. 
Bethlehem,  Pennsylvania 

Highlands  PSRO  Corporation 
Johnstown,  Pennsylvania 

Allegheny  PSRO 
Pittsburgh,  Pennsylvania 

Southwestern  Pennsylvania  PSRO 
Greensburg,  Pennsylvania 

Southcentral  Pennsylvania  PSRO 
Lemoyne,  Pennsylvania 

Montgomery /Bucks  PSRO,  Inc. 
Blue  Bell,  Pennsylvania 

Philadelphia!  PSRO 
Philadelphia^  Pennsylvania 

Pennsylvania  Medical  Care  Foundation 
Lemoyne,  Pennsylvania 


Foundation  for  Medical  Care  of  Puerto  Rico 
Santurce,  Puerto  Rico 


Rhode  Island  PSRO,  Inc. 
(Ripsro,  Inc.) 
Providence,  Rhode  Island 


SOUTH  CAROLINA  (Single  PSRO  Area) 
Conditional 


SOUTH  DAKOTA  (Single  PSRO  Area) 
Planning 


South  Carolina  Medical  Care  Foundation 
Columbia,  South  Carolina 


South  Dakota  Foundation  for  Medical  Care 
Sioux  Falls,  South  Dakota 
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TENNESSEE  (Two  PSRO  Areas) 
Planning  Area  I 


Conditional 


Area  II 


Shelby  County  Foundation  for  Medical 

Care,  Inc. 
Memphis,  Tennessee 

Tennessee  Foundation  for  Medical  Care,  Inc. 
Nashville,  Tennessee 


TEXAS  (Nine  PSRO  Areas) 
No  contract  awarded 
UTAH  (Single  PSRO  Area) 
Conditional 

VERMONT  (Single  PSRO  Area) 
Planning 


Utah  PSRO 

Salt  Lake  City,  Utah 


Vermont  PSRO,  Inc. 
Shelburne,  Vermont 


VIRGIN  ISLANDS  (Single  PSRO  Area) 
No  contract  awarded 
VIRGINIA  (Five  PSRO  Areas) 
Planning  Area  II 


Area  V 


Support  Center 

WASHINGTON  (Single  PSRO  Area) 
Conditional 

WEST  VIRGINIA  (Single  PSRO  Area) 
Conditional 


Northern  Virginia  Foundation  for  Medical 
Care 

Alexandria,  Virginia 

Colonial  Virginia  Foundation  for  Medical 
Care 

Norfolk,  Virginia 

Virginia  Professional  Standards  Review 

Foundation 
Charlottesville,  Virginia 


Washington  State  PSRO 
Seattle,  Washington 


West  Virginia  Medical  Institute,  Inc. 
Charleston,  West  Virginia 
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WISCONSIN  (Two  PSRO  Areas) 


Conditional       Area  I 
Area  II 

WYOMING  (Single  PSRO  Area) 
Conditional 


Wisconsin  Professional  Review  Organization 
Madison,  Wisconsin 

The  Foundation  for  Medical  Care  Evaluation 

of  Southeastern  Wisconsin ,  Inc. 
Milwaukee,  Wisconsin 


Wyoming  Health  Services  Company,  Inc. 
Cheyenne,  Wyoming 
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APPENDIX  5 


THE  UNIVERSITY  OF  ROCHESTER 

SCHOOL  OF  MEDICINE  AND  DENTISTRY 

601  ELMWOOD  AVENUE 
ROCHESTER,  NEW  YORK  14642 

February  10,  1975 


Honorable  Herman  E.  Talmadge 
Chairman 

Subcommittee  on  Health 
Committee  on  Finance 
United  States  Senate 

Dear  Senator  Talmadge: 

On  February  4,  1975,  the  National  Professional  Standards  Review  Council 
unanimously  requested  that  I  express  to  you  and  to  your  Committee  our 
views  on  the  present  and  projected  rate  of  growth  of  the  Professional 
Standards  Review  Organization  program.  At  this  time  the  nation  is 
facing  a  very  difficult  situation.  We  are  trying  very  hard  to  put  in 
place  the  necessary  elements  to  assure  the  proper  distribution  to  all 
Americans  a  high  quality  of  health  services  at  a  reasonable  cost. 

The  National  Health  Planning  and  Resource  Development  Act  of  1974 
provides  one  set  of  controls.     Legislation  to  affect  the  production 
and  assignment  of  health  manpower  passed  each  House  of  Congress  but 
differences  failed  to  be  resolved.     It  appears  likely  to  be  enacted 
in  some  form  soon.     The  PSRO  legislation  is  the  third  set  of  controls 
to  assure  the  appropriateness  and  quality  of  care.     All  three  elements 
are  critically  important.     It  seems  pound  foolish  if  penny-wise  to  cut 
the  budget  for  PSRO  implementation  just  as  it  is  beginning  to  be  widely 
accepted.     We  are  deeply  concerned. 

We  believe  that  PSROs  can,  and  in  fact  in  all  but  two  or  three  states 
are  ready  to,  put  a  brake  on  the  extraordinary  rise  in  health-care  costs. 
Public  funds  will  be  responsible  for  more  than  40  percent  of  the  $105 
billion  which  will  be  expended  this  year.     In  the  PSRO  program,  the 
Administration  and  the  Congress  have  opportunity  to  control  the  so- 
called  "uncontrollable"  expenditures  which  account  for  a  lion's  share 
of  the  Department  of  Health,  Education,  and  Welfare  budget. 

The  private  sector  is  willing  to  join  with  us  in  this  effort.  The 
American  Hospital  Association  and  the  American  Medical  Association 
wish  to  extend  PSRO  medical  care  review  to  all  private  patients  as 
well.     Significantly,  all  third-party  health  insurers;  i.e.,  Blue 
Cross,  Blue  Shield  and  the  for-profit  members  of  the  Health  Insurance 
Association  of  America,  wish  to  contract  with  PSROs  to  contain  their 
ever-rising  in-patient-care  reimbursement  costs  by  extending  PSRO 
review  to  private-payment  patient  care. 
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Honorable  Herman  E.  Talmadge 
Page  2 

February  10,  1975 
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With  the  need  and  dedication  to  action  so  apparent,  the  PSRO  program  is 
not  sufficiently  funded  to  expand  to  meet  the  legislatively-mandated 
requirements  of  nationwide  review.    Most  of  the  91  Planning  PSROs  will 
be  ready  to  join  14  Conditional  PSROs  xn  operational  review  within  six 
months.     Forty  to  sixty  new  organizations  are  ready  to  apply  for  Planning 
PSRO  status.     We  are  satisfied  that  the  necessary  administrative  coordi- 
nation of  the  several  affected  operating  units  within  HEW  is  being  provided 
by  the  Office  of  Professional  Standards  Review. 

We  wish  to  point  out  that  the  program  will  not  be  one  of  ever  increasing 
needs  for  funding.     Even  without  counting  income  to  the  PSROs  from  private- 
care  review,  a  steady-state  operational  level  of  financing  can  be  achieved 
by  about  two  years  from  now  and  at  that  time  fairly  firm  cost-effectiveness 
parameters  can  be  in  place. 

We  wish  you  and  your  Committee  to  be  aware  of  the  three  elements  which 
must  be  in  place  before  a  National  Health  Insurance  plan  can  be  rationally 
applied.    We  request  approval  of  a  relatively  small  but  sufficient  financial 
commitment  to  medical  care  quality  and  appropriate  utilization  of  facilities 
and  health  manpower.     We  ask  you  to  allow  continued  growth  to  maturity  of 
the  PSRO  program  so  the  remainder  of  the  country  may  be  under  PSRO  medical 
care  review  before  any  national  health  insurance  plan  is  enacted. 

As  members  of  the  National  Professional  Standards  Review  Council,  we  will 
be  happy  to  meet  with  you  and  your  Committee  to  testify  to  any  of  these 
points  at  any  time  that  is  deemed  desirable. 


Sincerely  yours, 


/s/  Ernest  W.  Saward 


Ernest  W.   Saward,  M.D. 
Chairman 

National  Professional  Standards 


Review  Council 
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